* Wiarket Uver ihe INEXT goes camel *« 


ZMAGALINE 
yp WALL STREET | 


Na BUSINESS ANALYST 
UGUST 27, 1960 
ual Mid-Summer Rea ppraisal of ./, Fs ‘ANGELES PUBLIC “LIGRARY © ~ 


COMMODITY vn TRENDS «3 AUG 30 ved 
















85 CENTS 


PART Il... wiser 1960 
SECOND QUARTER 
EARNINGS REPORTS REVEAL 
— For 3rd and 4th Quarters 


By ROBERT B. SHAW 


1960 Wid- Year 
Dicidead Forecasts 


ARE THE OILS SOLVING | 
R CHALLENGING PROBLEMS? 


By DILLARD SPRIGGS 
* 


BRIGHTER OUTLOOK FOR Z ( 
IRCRAFT MANUFACTURERS 


— But position varies sharply 
from company to company 


By CHARLES B. MORGAN N8004y 


* 


INSURANCE STOCKS 
AS INVESTMENTS TODAY 


By PAUL J. MAYNARD 
* 


AIRLINES ADJUST 
TO IMPROVE EARNINGS 


t near term outlook still befogged 
By FREDERICK B. LYONS 








‘OUR FOREIGN AID DOLLARS ~~ ~~ 
FAIL OF THEIR PURPOSE | 


( By DR. EUGENE VAN CLEEF 











Great Ideas Come From? 


From its beginnings this nation has been 
guided by great ideas. 


The men who hammered out the Constitution 
and the Bill of Rights were thinkers—men of 
vision—the best educated men of their day. 
And every major advance in our civilization 
since that time has come from minds equipped 
by education to create great ideas and put 
them into action. 


So, at the very core of our progress is the 
college classroom. It is there that the imagina- 
tion of young men and women gains the in- 
tellectual discipline that turns it to useful 
thinking. It is there that the great ideas of 
the future will be born. 


That is why the present tasks of our colleges 
and universities are of vital coneern to every 





American. These institutions are doing their 
utmost to raise their teaching standards, to 
meet the steadily rising pressure for enroll- 
ment, and provide the healthy educational 
climate in which great ideas may flourish. 


They need the help of all who love freedom, all 
who hope for continued progress in science, 
in statesmanship, in the better things of life. 
And they need it vow! 





If you want to know what the college crisis 
means to you, write for a free 
booklet to: HIGHER EDUCA- 
TION, Box 36, Times Square 
Station, New York 36, N.Y. 
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Edison Company 





DIVIDENDS 
The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 











































ORIGINAL PREFERRED STOCK 
Dividend No. 205 
65 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 54 

27 cents per share. 


The above dividends are pay- 
able September 30, 1960, to 
stockholders of record Sep- 
tember 5. Checks will be 
mailed from the Company's 
office in Los Angeles, Sep- 


tember 30. 





P, C. HALE, Treasurer 


August 18, 1960 








SUNDSTRAND 
CORPORATION 


DIVIDEND NOTICE 


The Board of Directors de- 
clared a regular quarterly 
dividend of 25¢ per share on 
the common stock, pay- 
able September 20, 1960, 
to shareholders of record 
September 9, 1960. 


G. J. LANDSTROM 
Vice President-Secretary 


Rockford, Illinois 
August 16, 1960 
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The Trend of Events 


WE JUST CAN’T SHRUG IT OFF! ... The fact that the 
con:erence of the Organization of American States 
(O.A4.S.) should have concentrated on the Venezuelan 
demand for punishment of the Dominican dictator, 
rather than on the serious matter of Communist in- 
filtration in this hemisphere through Cuba, shows 
that we do not see eye to eye with the governments 
of our neighbors to the South. 

It tells us that the United States must make de- 
cisions on her own in accordance with her national 
interests, and not wait for approval of the other 
countries in the hemisphere, whose viewpoint and 
objectives are based on considerations that are quite 
different from our own. 

That the conference opened on such a revealing 
note actually should not have surprised anyone, be- 
cause the ruling classes in Latin America, by and 
large, have not risen to the challenge of the times as 
far as the Democracy we know is concerned. 

They evidently do not fear Castro Communism on 
the one hand, and, on the other, they clearly want to 
bargain with the United States for financial advan- 
tages under uneasy agree- 


It is for this reason that many of the South Ameri- 
can rulers do not view Castro’s ability to take over 
the country and its people as a frightening cevelop- 
ment, but rather as an example of a successful grab 
for power. Thinking in these terms, they are not 
worried about throwing the Dominican Republic into 
chaos, and making it ripe for the Communists and 
Fidel Castro’s Cuban mercenaries to move in. 

Under these circumstances, therefore, we view 
with mixed feelings the proposed plan by the Ad- 
ministration to distribute $600,000,000 among the 
various countries, for we believe it would be sheer 
waste, since there is little likelihood that this over- 
generosity would change the basic thinking of our 
neighbors to the South. Certainly it would not help 
to mitigate the suffering of the people and expedite 
social justice, if the ruling classes did not use this 
money in the people’s interest —to carry out the 
proposed land reforms —the furnishing of decent 
housing —the right kind of schooling — hospitals — 
and jobs. In a word, to end the existing mass pover- 
ty, disease and ignorance. 

That is the crux of the mat- 





ments regarding the carrying 
out of true hemisphere solid- 
arity. 

In many ways, these coun- 
tries are operated in a manner 
that is very similar to that of 
governments in the Middle 


and 
East, where the wealth con- 


investors 





We call the attention to the reader to 
our Trend Forecaster, 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
businessmen. To 
abreast of the forces that may shape 


ter. 

Already billions in Ameri- 
can capital have been spent in 
development of power — in 
manifold facilities and in in- 
dustrializing various areas in 
Latin and South America — 
and still the financial — eco- 
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tinnally gravitates to the up- tomorrow’s markets, don’t miss this nomic — and political position 
per classes and only a little | regular feature. of most of these countries is 
trickles down to the people. insecure. 
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In the light of this situation, it is clear we must 
realistically appraise and evaluate the possibilities, 
and decide whether it is advantageous for the United 
States to give Latin America such huge sums of our 
money (which, at best, is a drop in the bucket), un- 
less the countries themselves do their part in backing 
up our efforts among their people. 

Otherwise it would be like throwing good money 
after bad. And in the end, we would be blamed for 
every calamity that took place to the South of us, and 
the United States would be more hated and despised 
than ever, since nothing would have changed in their 
way of life, as is so amply shown in the article in 
this issue, “Why Our Foreign Aid Dollars Have 
Failed of Their Purpose” (beginning on page 623), 
in which Dr. Van Cleef tells the story of what he 
found in Asia. 

We must recognize the truth that the Marshall 
Plan succeeded in Europe because it was administer- 
ed by democratic and stable governments in nations 
already industrialized and having a standard of liv- 
ing high above that of most areas of South America. 
Their economies too were different and the various 
countries were not dependent upon similar, single 
crop commodities, as is true in Latin America. 


Besides, there is no question that Castro’s confis- 
cation of American property is likely to set an ex- 
ample for other ambitious Attilas and Genghis 
Khans. 

Already in Peru the pot is boiling with a new kind 
of confiscation of American property. Deputy 
Alfredo Benavides Correa, Nationalist Opposit on 
Leader, declared that the wholly-owned subsidi: ry 
of Standard Oil of New Jersey, producing 90% of 
Peru’s petroleum, should be fined $100,000,000 or 
taxes he claims have not been paid since 1924 — (a 
matter vociferously denied by the company) — or 
be taken over. 

The fine that Correa proposes is roughly equi ‘a- 
lent to the company’s declared assets. This is a n2w 
wrinkle, and differs from the Castro gesture of off» 
ing uncollectible Cuban bonds as payment. 

From the above, it is plain we have not clea ‘ly 
thought out our approach in dealing with our La in 
neighbors. We do not seem to be proceeding alc ng 
the realistic lines called for, but, rather, as Cast) »’s 
delegates to the O.A.S. Conference inferred, .. . ‘he 
U.S.A. is thinking in terms of paying blackmail to 


Lar J 
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win over the leaders of countries we already know | 


we cannot depend on. 
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HE rose colored predictions of a 1960 boom, 

being so widely offered eight months ago, have 
all but faded from view. Members of the economic 
forecasting fraternity are now debating as to 
whether we have passed, are now entering, or will 
soon reach a recessionary turning point. In this 
atmosphere of considerable business uncertainty, 
rendered even more murky by both the usual cam- 
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By Jack Bame 


THE “STALLED” U.S. ECONOMY 
AND THE DOLLAR 


paign oratory and growing political and military | 
tensions on the international scene, the sluggish 7 


pace of the U.S. economy has prompted the Federal 
Reserve to shift gradually from its restrictive mone- 
tary policy to one of ease. Specifically, the monetary 
authorities have reduced the rediscount rate in two 


steps from 4% to 3%, cut the prescribed stock 7 


market margin 20% to 70%, and have reduced bank 
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reserve requirements in a minor degree. 

More aggressive expansionary steps have, how- 
ever, been withheld, owing mainly to two factors: 
(1) the normal inclination of the Fed to follow, 
rather than influence, business conditions, and (2) 
exte: nal monetary conditions, markedly the acceler- 
ate¢ outflow of gold, the already higher interest 
rates overseas and the resultant softening of the 
dollar in foreign exchange markets. 

F. reign apprehension 
over U.S. economic con- 
ditions seems to be grow- 
ing igain, although in- 
tern:.tional confidence in 
the dollar has_ hardly 
beer shaken, for foreign 


\ ioe 


e 


ri 
ban! s are continuing to ABs xt 
add o their existing, all- NN lh 
tim. peak holdings of r 


U. ‘. Treasuries. Never- 





the! ss, the spread be- 
twe' 1 money rates here 
and n London or Frank- 
fort continues to widen 
and hus provides no au- 
tom tie shut-off to the 
outi ow of gold and vola- 
tile short-term funds. 





Tie credit develop- 
men:s of the last few 
months, at least, can be 
explained largely by 
technical factors. Never- 
theless overseas press 
comments now reflect 
more anxiety concerning 
the basic economic situa- 
tion here. And the poli- 
tics of an election year 
have led to a general un- 
easiness regarding both 


' our general situation and 


the election hiatus in government business; such 


' concern has been reported from sources as diverse 


as a British Labor Party leader and a high official of 


' the Roman Catholic Church. Thus far, the approxi- 
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mate $240 million of gold losses over the last five 
weeks (as of August 15) can be attributed to the 
discrepancy between both central bank and open 


' market rates in New York, on the one hand, and 


those in London, Frankfort and other European 
centers on the other. 

International short-term investors have already 
shifted funds from New York’s low returns to Lon- 
don, where higher yields can be obtained by holding 
short-term British treasuries. This creates a demand 


) for sterling, raising its quotation as against the dol- 
s lar. 


At the same time, dollars (used to purchase 
Pounds) flow into the till of the British central bank, 
to be held, invested or converted into gold. Additional 
Strength has been given to the Pound, as those en- 


| gaged in international trade borrow in New York at 


relatively low interest rates, and simultaneously 


_ Speed up any commercial payments due in London. 
ock & 


All of this is taking place during a normal season 
of weakness for sterling, which is nevertheless now 
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quoted at over $2.81 (vs. a “middle parity rate” of 
$2.80). Meanwhile, the German mark remains ex- 
tremely firm, as credit tightening and other moves 
to discourage the entry of “hot” foreign capital have 
failed to prevent the inflow of funds. The German 
gold and foreign exchange reserves have reached 
a record $7,158,000,000, while excessive demand for 
consumer goods and a labor shortage obviate the 
possibility of lowering interest rates, a step which 
would aid the dollar. The 
French franc, Scandina- 
vian currencies, the Ca- 
nadian dollar, the Aus- 
tralian schilling and the 
Swiss franc, among 
others, have also all 
firmed up as against the 
dollar. 

A generally booming 
Europe certainly will not 
resort to an easing of 
monetary restraints un- 
der present conditions. 

The puzzling Ameri- 
can picture and its con- 
trast with overseas de- 
velopments thus add to 
the ever-present prob- 
lems of the Federal Re- 


serve. Easing of money 
market rates and of 
credit has not as yet 


swelled the total money 
supply, and most domes- 
tic economic indicators 
remain sluggish, at best. 
Even consumer buying 
and capital expenditures, 
strong points until re- 
cently. now show down- 
ward revisions. New 
orders and durable goods 
production are lagging. The stock market is certain- 
ly no outstanding source of optimism and unemploy- 
ment continues at a nagging 5% level. 

@ Overall production is, however, holding just 
about steady, while personal income is also at a 
record high. But it is still too early to bet definitely 
upon a winter upturn and the Fed is therefore hold- 
ing major expansionary tools in reserve. 

@ If a real recession does materialize foreign con- 
fidence in the dollar will be more difficult to main- 
tain; and if the incoming administration finds it 
necessary, as now seems likely, to step up expendi- 
tures, overseas fears concerning a new budget deficit 
will grow. 

The Federal Reserve, on both technical and psy- 
chological grounds, will really have to walk a tight- 
rope. The U.S. annual balance of payments deficit, 
although it will be reduced from the 1959 figure 
of $3.7 billions, will still remain much too large for 
comfort. In any case, the new President — like the 
Fed — will be faced with a ticklish economic jigsaw 
puzzle along with other serious problems to be re- 
solved. But neither Mr. Nixon nor Mr. Kennedy 
should pay too much heed to the sunerabundant 
business forecasts. Remember early 1960? 


© 19¢0, New York Herald Tribune Ine. 
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Market Over Next Fortnight 


Powered chiefly by psychological fuel, stocks moved forward in subdued trading last week, 
advancing for the second successive week and for the third in the last four, an unusual 
showing for August. Character of trading suggested that professionals largely accounted 
for improved demand, since activity converged on high-priced electronics issues and other 
favorites of the speculative coterie, such as General Motors, American Motors, Standard of 





New Jersey and Underwood, in which a large short position has developed. Psychological 
influences will continue to determine market thinking awaiting clarification of trends in the 


makng. 


By A. T. MILLER 


ly financial markets a sort of “autumnal 
equinox” occurs on the first Monday of each Septem- 
ber. For more than a generation Labor Day has been 
observed not only as a national holiday but also as a 
significant dividing line between the cheerful, sus- 
taining influence of a summer uptrend and the coldly 
calculated appraisal of business prospects for the 
coming autumn season. Not always is the outlook 
reassuring. History records, as a matter of fact, 
more than one drastic slump in stock prices in early 
September; was it not in that month that the great- 
est bull market of all time began to top out in 1929? 


MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR...CONSTANTLY SHIFTING SUPPLY & DEMAND 
PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 
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As Indicated by Transactions 
ot Rising Prices 


MEASURING INVESTMENT AND SPECULATIVE DEMAND 
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There is precedent for viewing the coming fortni sht 
as a critical period for this year’s indecisive and 
appointing wavering. 

This time the usual reappraisal finds indust ‘al 
activity sagging, consumer spending turning mi {ly 
cautious, unemployment remaining surprisir #ly 
high and corporate earning power being squeezec by 
rising labor costs and keen competition that preve its 
raising prices. In addition, political unrest abroa 
and at home exerts a restraining effect on sentim: nt. 
Granted that business activity is likely to improve 
after the vacation season ends, one scarcely is ju-ti-} 
fied in anticipating early relief from in- 
ternational tension, while the presiden- 
tial campaign is destined to become 
increasingly disruptive. 

As for the sagging economy, a hope- 
ful if not confident attitude can be justi- 
fied. Federal Reserve Board policy has 
changed insofar as credit regulations 
are concerned. Washington officials have 
taken steps designed to stimulate busi- 
ness and a revival of public works pro- 
jects that had been stalled by high 
financing costs. Whether or not several 
moves aimed at relaxing credit cai 
stimulate a normal upturn in industrial 
activity and inspire a more enthusiastic 
attitude toward stocks remains to be 
seen. 

Some factors are working in favor of 
monetary authorities, but they are psy- 
chological in the main and may prove 
ineffective. Before examining a few of 
these, attention first may be directed to 
the difficulties likely to be encountered. 

@ Foremost in this respect is the ur- 
promising outlook for obtaining more 
satisfactory profit margins, Unless mar- 
gins can be improved, there is little 
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because of excessive productive capacit) 
in basic industries few concerns 


markets. 
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point in striving to enlarge sales of pro-! 
ducts and services. Only through ex-§ 
panded volume can manufacturers hope | 
to achieve economies in unit costs, but © 


can @ 
hope to step up operations sufficiently to 7 
bring down costs without saturating | 
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@ Unless earnings can 
expand, the average ana- TREND INDICATORS 
lyst would argue that VEAMY MANOS 1961-1080 
stocks are rather fully ap- in ail 
praised. Judged by popular ea Stocks $HOGKS | coMmresere 
avernges and latest avail- ee —= = —-- 
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operating factor. Public May a bl haga 60 
utilities have experienced ns 
an improved tone—and 
that is understandable. Fi- 
nance companies also find 
the outlook more encouraging so long as costs of @ on the psychological effect of election uncer- 
their “raw material’—money—maintain a trend _ tainties and the cost of implementing vote-getting 


toward lower levels. Thus far, however, bankers 
have evidenced little willingnes to reduce the long- 
standing 5 per cent prime rate. 

@ In basic industries the impact of credit relaxa- 
tion has been slight. No significant change has been 
discerned in construction, for example, and few 
orders can be traced to decisions made because of 
prospective lower borrowing costs. In the auto- 
motive industry, as a matter of fact, the possibility 
of easier money may have served as a restraining 
factor in retail sales. Potential buyers of late 1960 
models may have been encouraged to wait a few 
months in the hope of being able to finance pur- 
chases even more advantageously. In other indus- 
tries, such as steel, farm equipment, railroad equip- 
ment and the like, easy money conditions have gone 
virtually unnoticed. 

Thus, while a resurgence in industrial activity 
may be slow to develop in response to easier money 


conditions, one must recognize that the action of 
the market will depend on the trading position 
in the stocks of individual issues. 


As far as the critical post-Labor Day market is 
concerned, the direction which the market takes 
Wil! depend on: 


Bikes whether inflationary pressures will develop 
from increased government spending arising from 
cwvent international tensions; 

AU 
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welfare promises; 

@and the extent of stepped-up professional 
activity, should there be another reduction of margin 
requirements to 50%, which would permit easier 
financing and help to stimulate speculative trading. 


The Market Technically 


From a technical viewpoint prices have been 
edging higher since the Industrial Average suc- 


cessfully resisted a threatened penetration of sup- 
port levels just below the 600 level in the last week 
of July and again in th first week of August. Since 
that time internal technical factors have been 
shifting—such as the ratios of new highs to new 
lows and cf total advances to declines. 

For the most part, volume of trading has tended 
to expand moderately as prices have advanced, but 
bearish sentiment has increased as disclosed in the 
mid-August tabulation of short sales. The total short 
position rose almost 193,000 shares to 3,251,149, 
highest total in three months. Short covering was 
undoubtedly responsible for much of the advance 
in the final sessions of last week, since institutional 
demand has remained relatively light since early 
July. Thus, while fundamental factors point to 
adverse problems to be encountered in the future, 
psychological influences will continue to determine 
market thinking awaiting clarification of trends in 
the making.—Monday, August 22. 
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Our Annual Mid-Summer 
Reappraisal of Commodity 


Price Trends 
By EMIL W. KRAUSS 


UCH of the steam has gone out of the cc m- 
modity price structure during the past ei::ht 
to twelve months. 

The Bureau of Labor wholesale price index, based 
on quotations of some 2,000 commodities ranging 
from primary materials to finished products, |ias 
continued to move within a narrow range, at or close 
to its all-time high. For almost three years now, ‘he 
BLS wholesale index has held virtually unchanged. 

Since late last year, on the other hand, prices of 
the more sensitive primary commodities or materials 
have tended downward in the aggregrate, register- 
ing only scant and temporary response to interniit- 
tent heightening of international tension. 

There has been ample evidence, in the action of 
prices themselves, to support the contention that 
inflation has ceased to be a factor of importance. 
Nevertheless, in view of the post World War II ex- 
perience and the unsettled state of the world, it} 
seems more logical to consider inflation as a quies-} 
cent giant, quite capable of breaking his bonds| 
quickly in the event of any material alteration in the} 
status quo. 


Worldwide Stability 


It is comforting to note that, in a considerable 
number of other countries, the general price levels! 
for many months have registered much of the same] 
overall stability as has occurred in the United States. 

To no inconsiderable extent, this leveling off of} 
the long and sharp rise in the commodity price 
structure has reflected the high degree of success on 
the part of the Governments in the various countries 
in bringing their national budgets into balance or 
some reasonable semblance of balance. 

At the same time, full recognition must be accord- 
ed the fact that the world supply situation in practi-| 
cally all commodities — whether of farm products, 
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industrial materials, or manufactured goods — has 
undergone a terrific change during the past few 
years. 

Gone are the shortages of the earlier postwar 
years, that contributed so much in themselves to 
sharp price advances as the world scrambled for the 
limi ed available supplies. 

Production and productive facilities have been ex- 
pan jed as never before within such a short space of 
tim:. There can be little doubt, in retrospect, that 
muh of this expansion reflected the response to the 
shep price advances in the earlier postwar period. 
Pr: juctivity, although it may have seemed to drag 
its heels at times, also has registered pronounced 
gaius as a result of constant improvements in 
ma ‘hinery. 

or most commodities, considered in the broad 
se se, supplies are ample with the threat of over- 
su ply very real. Inevitably, this has led to height- 
e: ed competition for 
m: rkets, both internally 


though, to be sure, the effect of the decline in the 
money supply, beginning about the middle of last 
year, was offset to some extent by acceleration of 
the rate of turnover of demand deposits by business 
and individuals. 

Apparently influenced by indications of a business 
slowdown, the Reserve Board has recently moved 
towards less restrictive credit policies. The latest 
move, announced August 8, professedly is designed 
to help banks meet the seasonal Autumn rise in the 
demand for funds, but probably would not have been 
made had there not been concern over the business 
outlook. 

Theoretically, the Federal budget again will be 
balanced in the current fiscal year, beginning July 1. 
But, a new administration, in the light of the inter- 
national situation and quite possibly pressured to 
lighten the impact of business recession, may be 
more willing to accept deficit financing than the 

current administration. 
This could be an under- 





~ 
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su tant impact on sell- 
in. prices. 

‘he uptrend in wages 
has not been checked, 
alinough it does seem to 
have slowed. On the 
otier hand, there have 
been substantial in- 
creases in “fringe bene- 
fits’, adding considerably 
to labor costs. 

Yet, despite almost 
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statement in the event of 
a change in the party in 
power. 

However, there is con- 
siderable question 
whether easing of fiscal 
and monetary policies 
would provide much 
stimulus to prices under 
present conditions of am- 
ple supplies of practically 
everything and, as well, 
the rejection by more 
and more people of the 
idea that inflation is in- 
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earlier postwar years. 
Heightened competition 
for markets has rendered it all but impossible 
for producers to pass along to their customers the 
steady increases in labor costs. Producers, to stay 
in business, have been forced to step up efficiency in 
all departments of operations. 

Against this background and only against this 
background, can the outlook for commodities be 
evaluated. 


Monetary Policy 


Recognition must be given, of course, to the im- 
pact of Federal fiscal and monetary policy on the 
price level and to the probable effect of any changes 
in policy. 

Che shift in the Federal budget from a substantial 
deficit in the second half of 1959 to a large surplus 
in the first half of this year has been an important 
factor in the softening in business activity this year 
and, directly or indirectly, in the almost persistent 
pressure on prices. This is best exemplified by the 
almost steady downtrend since late last year in the 
aggregate prices of the more sensitive primary 
commodities or materials. 

The Federal Reserve Board policy of restraint, 
tirough checking and reversing the rise in the 
money supply, also helped to hold down prices while 
business activity rose to new all-time highs. Al- 
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Crop Outlook Favorable 
Present indications are 
that this will be another year of record or near 
record farm output in the United States. 

A huge corn crop is in prospect to provide more 
than ample supplies of this important feed grain. 
The wheat crop also is big. The cotton crop, although 
slightly smaller than last year, will about meet an- 
ticipated requirements. Soybean production will be 
larger than last year to provide, along with cotton- 
seed, generous supplies of edible oils. 

Carryovers from previous crops are large, assur- 
ing more than sufficient supplies in the event of any 
contraction in current crop prospects. 

Production of many fruits and vegetables has been 
affected adversely by the unusual amount of cool 
weather this year, but no particular shortages are 
in prospect. Furthermore, prices already have re- 
sponded in large measure to smaller crop indications. 

Meat supplies during the next few months are 
expected to be a little smaller than last year. The 
1960 spring pig crop, which is moving to market 
now, was 16 percent smaller than last year. But, 
smaller supplies of pork will be largely offset by 
substantial increases in beef supplies as a result of 
stepped-up cattle slaughter. 

Looking further ahead, into 1961, larger meat 
supplies are in prospect. The 1960 ‘fall pig crop, 
which will be moving to market during the first halt 
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Fluctuations in the Nation’s Money Supply 
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Political Dynamite 
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The decline in farm income is 


demagogues, ever alert to sn: re 
votes by promising the world to 
their constituents, 
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form, with an eye to the votes 
of these more numerous smal 2r 
farmers, promises restoration >f 
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of next year, is estimated at only three percent less 
than the big fall crop of 1959. The cyclical rise in 
cattle slaughter is expected to continue through 1961 
and into 1962 at least. 


Prices Very Steady 


Prices of farm products, measured at the whole- 
sale market level, average almost the same as a year 
ago. Apart from the possibility of a modest seasonal 
decline in some products this Fall as crops move to 
market, there is little in the farm products supply- 
demand situation itself to suggest any more than 
minor changes in the overall structure of farm 
prices in the months ahead. 

However, as we all know only too well, agriculture 
is a prime political football, and allowance must be 
made for possible political influences in any evalua- 
tion of farm products price prospects. 

Under the guidance of Secretary of Agriculture 
Benson, federal farm price supports have been low- 
ered gradually to more realistic levels. However, 
much is being made of the fact that the index of 
farm products prices now stands at about 88 percent 
of its 1947-49 base, as compared with close to 120 
percent for all commodities, without any recognition 
of the fact that agricultural prices in the early World 
War II period were sky high as a result of worldwide 
shortages. 

Net farm income this year will be approximately 
$11 billion, only slightly smailer than last year, Net 
income has been declining almost steadily from the 
all-time 1947 peak of $17.3 billion. But, the farm 
population also has been shrinking as a result of the 
trend towards larger highly mechanized farms, and 
the movement into other occupations by the smaller 
and less efficient farm operators: the farm popula- 
tion now amounts to less than 12 percent of total 
United States population as compared with 18.8 per- 
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even though such high and un- 
warranted support levels log 
ago proved to be a dismal failure. At present, sup- 
ports average about 70 percent of parity. 

In the unfortunate event of a Democratic victo‘y 
at the polls this November, we may expect higher 


support levels for 1961 crops. Even though this is 


a long way off, prices of farm products in all pro)- 
ability would begin to move pronouncedly higher 
long before 1961 crops are harvested. 


Fresh Inflation Danger 


There is grave danger of a fresh round of inflation 
in the Democratic farm platform. 

Inevitably, higher prices for farm products would 
lift food prices artificially. Food purchases account 
for about 25 percent of total consumer spending. 

Higher food prices inevitably would intensify the 
demand for higher wages and, in all probability, 
would touch off the wage-price spiral that accounted 
for so much of the inflationary commodity price ad- 
vances of the earlier postwar years. 

Although we may appear to have overstressed the 
dangers involved in attempts to lift farm income by 
artificial means, we feel that these possibilities must 
be taken into consideration in any evaluation of the 
overall commodity price outlook. 


Industrial Commodities 


Prices of primary industrial materials, as noted 
previously, have been tending downward since late 
last year. At the present time, the long decline shows 
no signs of coming to an end. 

Supplies are large and, in most cases, deliveries 
are prompt. Most consumers of industrial materials 
have been endeavoring to reduce inventories insofar 
as possible, 

It costs money to carry inventories. Now, with 
little apparent likelihood of price appreciation to 
offset carrying costs, (Please turn to page 658) 
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SECOND QUARTER 
EARNINGS REPORTS REVEAL 


— Looking to 3rd 


By ROBERT 


HE two weeks that have elapsed since the first 

installment of this article, have seen the appear- 
ance of many additional interim earnings state- 
ments, and it is now possible to get a pretty complete 
picture of second quarter results. The National City 
Bank, in its Monthly Letter, has placed second quar- 
ter net income as 3% below that for the March 
quarter and 12% under the year-earlier period. Our 
own compilation of 114 major corporations, listed 
in the present and the previous issue, shows even 
poorer results. Fifty-three of these companies were 
obliged to report lower sales than for the June quar- 
ter of 1959. (Eight of them did not report upon 
sa'es at all.) For the entire group net income fell a 
sharp 21.4%. 

The divergence of this group from the larger 
National City Bank sample can be easily explained. 
Our list is confined to manufacturing and mining 

npanies, while the bank compilation includes utili- 
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and 4th Quarters 
B. SHAW 


ties and retail establishments. These industries en- 
joyed a contra-cyclical advance during the quarter 
just ended whereas the manufacturing companies, 
as usual, suffered the brunt of the adverse economic 
conditions. 


Crumbs of Comfort 


It is always possible, of course, to find some miti- 
gating circumstances to lighten the shock of any 
unpleasant news. In the present case it may be re- 
called that the June quarter of 1959, with which 
comparison is now being made, was artificially 
stimulated by the forthcoming steel strike, and con- 
stituted the best quarterly period for corporate 
earnings ever recorded. Further, the results now 
being reported are not so bad in an absolute sense 
as they are in contrast with the unjustified optimism 
almost universally expressed at the beginning of 
the year. Finally, dividend rates are, on the whole, 
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well protected, and despite some casualties here and 
there overall income should remain steady. This 
much seems true of the industrial group; portfolios 
heavily represented in utilities should even enjoy 
narrow income gains. 

But after these things are said, it cannot be denied 
that the earnings results herein summarized were 
unpleasant—and unexpected. If they could be re- 
garded purely as water over the dam, the period of 
mourning could be brief. Unfortunately, they are 
symptomatic of persistent problems, commented 
upon in the previous issue, which will continue to 
take their toll in succeeding periods. 


Anomaly of Higher Gross National Product 


A recession has been defined as an economic set- 
back in which your neighbor loses his job; a depres- 
sion is when you lose your own job. June quarter 
corporate sales and earnings represent at least a 
mild recession as far as stockholders are concerned 
Yet no such hardship is being experienced among 
other income-sharing segments of the population. 
On the contrary gross national product and dispos- 
able personal income were both at record new highs 
in the quarter recently ended. 

Since composite income figures are of more than 
normal interest in this campaign season, it will be 
worthwhile to pause to see how national income went 
up while corporate earnings went down. While, as 
noted above, sales expansion slowed down, or ceased 
entirely for many companies, wholesale and retail 
inventories still increased by $6 billions in the sec- 
ond quarter, even though this was a 50% reduction 
from the rate of accumulation in the first quarter. 
In addition, manufacturers’ own inventories contin- 
ued to pile up. Employment was high and, despite 
a lag in appliance sales, so were consumer expendi- 
tures. The basic trouble with the corporations was 
that expenses were too high, but expenses are al- 
ways, of course, somebody else’s income. 


Opportunities and Risks Among Metals 


Enough of generalizations. The statistics become 
significant only when illustrated in the experience 
of specific corporations. Rather than discussing 
many companies superficially, we will examine a 
few important industries more closely. 

Among the mining group earnings trends not 
merely showed wide variation but some curious re- 
sults appeared within the statements of individual 
companies. American Metal Climax was undoubtedly 
the stellar performer. On sales of $164 millions in 
the June quarter, down 6% from the year-earlier 
level, this broadly-based organization nevertheless 
lifted net income 45% to 71¢ a share. This also rep- 
resented slightly higher income on lower sales than 
for the first quarter, bringing net for the full six 
months to $1.38 a share, more than covering the 
annual $1.20 dividend. 

These exceptionally favorable results largely re- 
flected a heavy demand for molybdenum, with 
larger export shipments compensating for the re- 
duced domestic steel production in the second quar- 
ter, together with active potash sales. A 50% in- 
terim dividend increase by the Rhodesian affiliates 
was not reflected in the earnings just reported 
because not received until early July. Potash prices 
have increased recently, and American Metal is 
building a new potash-chlorine plant in Mississippi. 
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But there is a cloud on this bright horizon. The 
company’s important Rhodesian interests, although 
not yet affected by the nationalistic disturbances in 
Africa, are located close to some of the unsettled 
areas. About 22% of net income originates in this 
region. 

Kennecott (statistical data given in the August 
13 issue) also performed creditably by expanding 
both sales and earnings in the second quarter over 
the first, which had been handicapped by a stri’ e, 


and holding them substantially even with the ye: r- | 


earlier level. Although domestic shipments declin: d, 
heavier demand from foreign customers more th in 
made up for this loss, while the price during t ie 
first half held firm at 32¢ a pound vs. $30.1¢ a 
year ago. 


Anaconda and Phelps Dodge, on the other har d, 
both suffered a decline in second quarter earnin; s, 
to $1.32 from $1.71 and to $1.26 from $1.38 a shaie, 
respectively. Phelps Dodge, a domestic producer, cid 
enjoy a substantial recovery from its strike-bouid 
first quarter, but Anaconda was hit by a new stri <e 
at its extensive Chilean properties. It also suffer d 
from lower prices for its fabricated metal produc’ s. 

Possibly terminating a three-year down trend n 
earnings, American Smelting, on an 18% gain n 
sales, was able to boost quarterly earnings to $1.13 
from 44¢ a year ago. Total first half net of $2.25 a 
share already exceeds last year’s total earnings, a: d 
the management gave some indication of confidene 
in the recovery by lifting the quarterly dividend ba: k 
to 50¢ from its low of 25¢ a share. 


Copper Price an Enigma 


Thus, the outlook for the copper companies is .it 
least moderately favorable. The protracted strikes 
have been settled and demand, if disappointing in 
this country, is extremely heavy in western Europe. 
Panic buying set off by some of the world’s dis- 
turbances may be a factor in the European consump- 
tion, but it is clear that this reflects primarily the 
high level of prosperity in that continent. 

But it is clear that when the strike-enhanced de- 
mand is filled and all mines are back in production 
a substantial excess in world copper production will 
exist and is likely to persist for years. On the other 
hand, the shutting off of all Congolese and Rho- 
desian supplies would create a severe world short- 
age, to the benefit of all producers in other areas. 
The very sensitive price of copper would respond 
quickly to indications of either situation, and the 
political outcome in Africa is anybody’s guess. 


Tarnished Aluminum 


The aluminum industry’s long-range expectations 
are hardly dulled, but the current earnings picture 


is badly tarnished. Aluminum Company and Rey-. 


nolds hoth suffered substantial year-to-year declines 
in second quarter sales, which were reflected in 
sharper earnings reductions to 40¢ from 84¢ a share 
and to 36¢ from 59¢ respectively. For Alcoa the 
second quarter setback reversed a substantial gain 
achieved in the first quarter; for Reyonlds both 
quarters were equally unfavorable compared with 
year-earlier levels. These companies have both suf- 
fered from the excess capacity generated during an 
earlier, excessively optimistic period, as well as 
from active foreign competition. The major pro- 
tective reaction has been to extend integration by 
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¥s Quarterly Sales, Profit Margins and Earnings of Selected Companies 
ied -Second Quarter 1960-———— First Quarter 1960 ———- -———Second Quarter 1959 
IS Net Net Net Net Net Net Net Net Net 
Sales Profit Per Sales Profit Per Sales Profit Per 
ust Margin Share Margin Share Margin Share 
ig (Millions) (Millions) (Millions) 
Be 
. ite PII cd ccnisesissvenascconssccesssnkasisnsciccs $ 51.6 5.4% $ .76 $163.1 5.2% $ .64 $187.3 5.8% $ .84 
r= | PN TU ons vssccsasasas cecessosessacesescosens 135.8 9.5 42 124.6 7.0 29 117.4 7.0 27 
‘ d, A’uminum Co. of Amer. ...........ccccseeeee 221.8 4.0 40 221.1 57 56 235.3 7.7 -84 
ain American Brake Shoe ............:cssssceseseees 46.1 4.5 1.29 39.9 2.6 .64 49.2 6.4 1.96 
t 1e é-nerican Chain & Cable .... < —_—o 4.0 -96 31.0 4.2 1.14 30.8 5.1 1.35 
a American Home Products ...............:000008 103.2 11.1 1.49 128.7 10.0 1.66 101.7 11.4 1.52 
A nerican Hospital Supplly ...................... 24.0 44 -42 21.9 4.3 37 18.9 4.2 35 
rd, / nerican Machine & Metals .................. 12.8 4.5 .63 13.1 5.6 81 13.4 6.9 -90 
cs, é merican Metal Climax ................::.00008 164.0 6.2 71 189.3 5.0 .67 174.1 4.0 49 
e, PARI TIN ass csscsesscsscnsseoszseasssaccassses 310.4 5.5 95 293.3 4.9 .80 266.2 6.0 -90 
did nerican Smelting & Refining .............. 120.2 5.4 1.03 125.2 6.0 1.22 155.9 2.0 44 
iid / merican Steel Foundries i 33.1 7.1 81 31.5 6.4 69 33.8 8.2 95 
i ce IIIS -cscsusssciataconsesaceaansbannesacnaerionse N.A. N.A. 1.32 N.A. N.A. 1.21 N.A. N.A. 1.71 
rod a 75.2 6.7 1.71 69.9 5.6 75 75.4 7.4 1.91 
'S. PURI IID a ccciscccescccescnisceaccsnecosscsece 560.0 5.3 -62 655.8 7.9 1.10 832.2 8.8 1.59 
n II sicsctcnnecscenpesceecanmmsandevercesasnes 161.0 4.2 76 162.0 5.1 92 178.0 5.8 1.18 
‘ 3 Burlington Industries ..............:ceeeeseeees 223.9 3.4 61 256.7 4.6 82 203.5 4.0 91 
7 ‘ Celanese Corp. of Amer. .........cscsssesssse: 70.4 7.3 55 66.7 7.2 50 68.6 8.0 60 
1d I ui sicsctcccincesssncvsntsisesscotcssoniesvensncanses 825.7 1.5 1.45 925.8 1.1 1.25 840.9 5.0 4.90 
We lark Equipment ...............ccccccccsccssssesseees 55.1 3.5 -40 52.8 3.9 44 58.7 7.1 90 
uk SE Ree 23.8 3.0 75 26.2 4.6 1.20 23.3 1.8 .38 
MMIII isa chi toicncchssniieabasasncssaceninnonsncsaie N.A. N.A. .80 N.A. N.A. 46 N.A. N.A. 75 
onsolidation Coal ............ssscecesseeseeees 63.3 7.4 51 75.6 6.7 55 67.5 7.4 55 
L.ED peeenmnrertureren rene mmenyere erere 136.7 3.7 74 100.1 3.1 46 175.1 10.2 2.67 
+ BO I avast sce nccdasasaceatscidanncincnnnbbebenshocasias 568.6 18.2 2.21 541.5 18.2 2.10 568.7 20.1 2.44 
x ‘ eRe MID isscsasccsectecsensisssecsssctascsccens 55.9 4.0 1.59 59.7 3.8 1.63 57.8 5.5 2.05 
n 4 Electric Storage Battery ...............00s0csee 33.9 3.7 75 35.8 3.8 81 32.5 3.7 74 
pe , Food Machinery & Chem. .............:0c000 103.8 7.8 1.16 76.9 5.0 56 97.2 7.3 1.02 
lis Goodyear Tire & Rubber .... w. 412.4 5.0 .62 403.2 4.2 51 442.1 5.3 73 
in SecA TRIED aanecncrsrncensncsocnnsensnsonnnncce 11.9 47.5 4.49 13.0 43.8 4.27 15.7 1.8 16 
he international Harvester ................0:0000 376.4 4.0 .99 317.4 4.4 91 425.5 8.2 2.42 
International Nickel ................:ssceeeeees 128.1 14.8 65 140.6 17.7 85 115.8 18.4 73 
Je. international Paper ...............scesesseeeeeeee 263.2 74 1.45 255.8 7.1 1.36 266.3 8.3 1.64 
ion Link Belt = 39.9 3.6 78 38.1 3.6 75 41.0 4.5 1.00 
vill | Minneapolis Honeywell Reg. ................5 105.3 5.5 .83 100.4 6.1 88 91.3 6.9 91 
er ' National Cash Register ...............:0:00::006 108.3 3.8 $2 97.4 3.5 43 102.7 4.3 -58 
10- National Dairy Products .... we 415.3 3.4 1.02 418.5 2.5 76 403.7 3.4 1.03 
rt- Olin Mathieson Chemical ....................... 185.1 5.4 76 163.1 5.2 .64 187.3 5.8 .84 
aS. Outboard Marine Corp. ............s:scsseeeees 62.4 11.7 .93 43.3 6.2 .34 62.7 11.9 95 
nd Owens-Illinois Glass ..............ccescseeseeees 148.6 6.8 1.28 130.5 6.0 96 143.9 7.1 1.52 
-he PU ND ONS, scscasessvenconsessisaseressecse 68.1 8.5 35 68.7 10.3 43 62.3 8.1 31 
Phelps Dodge 82.3 15.4 1.26 60.2 a 46 91.0 15.3 1.38 
Pitney-Bowes 15.5 7.6 av 15.5 7.6 .27 14.3 7.9 -28 
Pittsburgh Plate Glass ..............cscssessees 165.7 8.1 1.34 158.2 7.6 1.20 169.6 9.6 1.64 
ns Rayonier re 35.4 9.0 .57 34.1 7.7 47 33.5 10.5 64 
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adding fabricating capacity and reaching directly 
to the ultimate consumer. It remains to be seen 
whether recent price increases in aluminum will 
stick, and no early earnings recovery for these com- 
panies can be counted upon. 

The large Canadian producer, Aluminium Ltd., 
however, confused the picture for the analyst by 
reporting sales and earnings gains in the June quar- 
ter both above the preceding period and 1959’s June 
quarter. Net per share was up to 42¢ from 27¢ a 
year ago. According to President Davis ‘markets 
outside of North Africa” were primarily responsible 
for this exceptional performance. 

Standing in a class by itself, International Nickel 
experienced some decline in deliveries of its name- 
sake metal in the second quarter below the record 
level for the first, but still showed a substantial 
year-to-year gain. This did not prevent a narrow 
setback in earnings, to 65¢ from 73¢ a share of the 
recently split stock. The purchase of metal on the 
market originating chiefly from the United States’ 
now-being-diminished stockpile contributed to these 
higher costs. Soon, however, International should 
commence deliveries from lower cost orebodies of its 
own in Manitoba, and the rapidly expanding world 
demand pretty well promises a record level of earn- 
ings in the early future. 


Encouragement in Railroad Equipment Field 


A surprising feature of the earnings reports re- 
cently turned in is the better-than-average results 
of railroad equipment manufacturers, as contrasted 
with the discouraging reading provided by steel and 
machinery companies, or by the railroads them- 
selves. Three of the companies, General American 
Transportation, Union Tank Car and Pullman, for 
whom income data was summarized in our August 
13th issue, each enjoyed substantial sales advances 
in the June quarter, and the first two translated 
these into worthwhile earnings improvement. Three 
additional companies carried in the accompanying 
list, Westinghouse Air Brake, American Steel Foun- 
dries and American Brake Shoe, suffered not more 
than a very moderate dip in sales, although in the 
case of the last-named it must be admitted that net 
earnings fell sharply to $1.29 from $1.96 a share a 
year ago. Brake Shoe was hit by strikes at nine of 
its plants during the first quarter, and most of these 
were settled (one is still going on) at the cost of 
higher wages not yet compensated for in product 
prices. 

Of course, the term “railroad equipment” is no 
longer closely descriptive of the companies grouped 
under this heading. General American and Union 
Tank Car, the latter a one-time Standard Oil com- 
ponent, are primarily engaged in manufacturing and 
leasing special purpose rolling stock, and they have 
found this a growing and profitable business despite 
the steady slide in the railroads’ overall share of 
our national traffic volume. At the same time the 
two companies have expanded into related manu- 
facturing activities outside of the railroad field. 
Their earnings trend has been unusually steady in 
the recent past, entitling them to a high investment 
rating. Pullman has been considerably more volatile 
than either of these two, and yet has achieved a 
good degree of earnings stability considering the 
characteristics of its industry. While active in the 
development of piggyback equipment and standard- 


622 


ized freight cars, Pullman has also diversified he- 
yond the railroad field and is now largely dependent 
upon its trailer manufacturing and industrial con- 
struction divisions. 

But notwithstanding the recent emphasis of ll 
of these companies on diversification, as described 
in an article in the July 30th issue of this magazine, 
near-term performance still remains largely depen d- 
ent upon equipment orders by railroads. Earlier in 
the year the demand picture looked very encour: g- 
ing, but it has faded along with carloadings and at 
the moment the unfilled freight car backlog is low er 


than at the end of 1959. Therefore, while long-ran ze | 


investors can justify hope in this industry, earnin zs 
during the next several quarters are likely to be Ic ss 
favorable than those just reported. 


Textiles Not So Bad Under Circumstances 


The long-depressed textiles, while far from pcr- 
forming brilliantly during the June quarter, offer :d 
at least negative encouragement by keeping more >r 
less even with industry as a whole. Very depressi ig 
results on the part of Industrial Rayon were off: :t 
by a doubling of earnings in the case of Cluett Pea- 
body. Industrial Rayon is inescapably involved in 
the hot competitive war between its namesake prc }- 
uct and nylon for the important tire cord markt, 
and with price cuts for both yarns succeeding each 
other at brief intervals, it is hard to see any early 
improvement in its difficult situation. The shirt 
manufacturer presents a much happier picture. /.1- 
though second quarter sales only advanced narrowly 
over the year-earlier level, net per share leaped to 
75¢ from 38¢. The favorable comparison this yer 
partly reflects a special loss on the sale of one di’ i- 
sion last year, but the recent reorganization of «ll 
domestic operations has apparently increased eifi- 
ciency, while the company has also managed, despite 
keen competition, to lift its shirt prices. Not resting 
on the previous achievements of its “Sanforize” 
division, Cluett is busily engaged in licensing the 
“Clupak”’ process, jointly owned with West Virginia 
Pulp, to paper manufacturers throughout the world. 

Other textile results were more nearly neutral. 
Burlington Industries enjoyed a 10% sales advance 
but earnings were, nevertheless, trimmed to 61¢ 
from 91¢ a share. Overall net income came closer 
to holding its own but the recent acquisition of 
James Lee increased the outstanding share issue by 
nearly 50%, creating a dilution factor that will take 
some time to work off, President Love is enthusi- 
astic about the outlook for the company, particu- 
larly on the basis of the projected rapid increase in 
the 15 to 24 year old age group, the heaviest con- 
sumers of clothing. Rayonier, which is now depend- 
ent upon the textile industry only for about one- 
third of its sales, also maintained steady gross 
earnings in the recent June quarter but witnessed 
a narrow drop, to 57¢ from 64¢, in net income. 

Although American Viscose suffered a consider- 
able sales decline in the second quarter and saw 
earnings slashed to 36¢ from 82¢ a share a year 
ago, Celanese managed to boost sales slightly and 
held net very nearly firm, at 55¢ vs. 60¢ for the 
year-earlier period. Viscose was also injured by 
the rayon-nylon price war, but did enjoy some 
offsetting increase in the sales of acetate yarn 
and cellophane. The earnings stated above do not 


include the company’s (Please turn to page 66() | 
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Our FOREIGN AID DOLLARS 
Fail of Their Purpose 


By DR. EUGENE VAN CLEEF 


® Too many people for the number of dollars — in a way 
of life for which there is no comparison in our land 
> A realistic evaluation of food and monetary grants — 
under immensity of problems intensified by exploding 
populations — illiteracy — and religious fanaticism 

ake at & Why industrialization and slum clearance have thus 
usi- ,, GOO SE we far only slightly ameliorated the situation 
icu- Pr Cres & Type of American diplomats — field workers — and 
> in Rear ‘E teachers needed for vocational training toward self- 
on- Retest) . help 
nd- ee Sr 
mne- ‘a Bo Caeneacet ae WAS in the waiting room of an airport in a 
‘OSS a as - foreign city when a gentleman serving on a 
sed & GRAS Me as United States Department of Commerce special 
me. n/a he ae SS aKC \ trade mission stopped to ask me about a plane sched- 
ler- a, a ule. He had just come from an underdeveloped 
SAW (Glo fl : country where he had served as a consultant to the 
ear BES a local businessmen who desired to take advantage of 
and Mets cthe , his presence. At the same time, he hoped to develop 
the & ae @ at Sx, a little good will for our country there. This man 
by ah coed pf decided to take the same plane for which I was 
endl :  . Ja ts waiting. We engaged in conversation which ran the 
onih , - gamut of many international subjects. At one point, 
eal our give-away of wheat came under scrutiny. To 

disguise the identity of my new acquaintance I shall 
6C) refer to him as Mr. Smith. 
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U.S. GOVERNMENT OUTLAYS FOR FOREIGN ASSISTANCE 
13 years — July 1, 1945 to June 30, 1958 








$14,300,000,000 








economic assistance 
to industrial countries 





economic assistance 
to underdeveloped countries 


é economic assistance to 
#4 main defense support countries 
China-Taiwan a Greece 8 Indo-China ite 





$66,700,000,000 total 





Korea @ Pakistan Philippines = Turkey 





75 underdeveloped countries, 
1,150,000,000 people | 














I had been in Karachi, Pakistan, a few days be- 
fore, where I read in the press an amazing new 
concept of cooperation. I recounted this story to Mr. 
Smith. The United States government had shipped 
100,000 tons of wheat to Pakistan and arranged to 
accept in payment, local currency in lieu of dollars. 
These receipts were then turned back to the Pakis- 
tan government with the suggestion they be em- 
ployed in urban rehabilitation work. One of the high 
officials quoted in the local newspaper, thanked the 
United States for its generosity and emphasized his 
country’s appreciation of our cooperative spirit. He 
hoped this cooperative movement would prevail for 
many years. 

When I remarked to Mr. Smith that I had always 
conceived of cooperation as a two-way street, he not 
only seemed undisturbed but with great delight 
noted that the give-away of our surplus wheat rep- 
resented a great monetary saving for us. He seemed 
to imply that Pakistan’s acceptance of this ‘“‘co- 
operative” arrangement was an accommodation we 
should appreciate. 

It did not occur to Mr. Smith that we should not 
have had such a surplus in the first place; that it 
reflected upon our own inept agricultural economic 
system. He did not seem to recognize that our tax- 
payers had already dug deeply into their pockets to 
relieve the American farmer and that giving away 
the surplus or selling it at sacrifice prices, was the 
equivalent of an additional tax. I could not deter- 
mine whether he had been “brain-washed” by Wash- 
ington or whether he was endeavoring to brain-wash 
me. In any event, this incident pointed up an atti- 
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tude which I encountered frequently as I traveled 


through portions of the Far East, namely a failure 9... 


on the part of many persons to get down to funda- 
mentals. 

While there is enthusiasm for the program 
among our field workers, paradoxically, the sup- 7 
posed recipients of its benefits, particularly the 
“man on the street,” complain either because they 
think our contributions are not enough or because 
foodstuffs and other elements do not reach them. 
The consequence is a degree of dissatisfaction with | 
the United States, bordering at times almost upon | 
antagonism. 

Among the major types of assistance our govern- f 
ment metes out, are food contributions, monetary | 
loans, some of which become gifts ultimately, and ] 
advisory services by visiting experts. Food contribu F 
tions rank among the most unsatisfactory for the © 





De > 


reason that either the food does not reach its _ 


tended goal or it is utterly inadequate. A simple sta- 

tistical review quickly makes clear why this can 7 
happen even when the mode of distribution is highly | 
efficient. € 


dU: 
no) 


B Wi! 


Only a Drop in the Bucket 


Food Grants—Consider how ineffective 100,000 
tons of wheat could be in Pakistan with its 85,000.- 
000 people? This cargo of wheat is equivalent to” 
three and one-third million bushels. Assuming, con- 
servatively, that the wheat was intended for only 


the needy half of the population or some 40,000,000) 


persons, the amount which could be made available © 
per capita would be roughly eight-hundredths of 2 
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can 
bushel, a negligible quantity. We must note that 
normally Pakistan can produce enough wheat along 
with rice to meet domestic food needs but it would 
seem that eight-hundredths of a bushel or about 5 
pounds of wheat per person when local crops were 
inadequate would hardly “save” the country. In the 
United States the average per capita consumption 
of wheat as food is about 170 pounds. 

‘Monetary Grants—If we consider monetary grants 
to ‘he Asiatic countries, we get another view of the 
ne: tly futile effort to bolster the economy of the 
people. The poverty-stricken portion of the popula- 
AL 
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Sources 
*United Nations 
**Le Comptes Economiques de la Tunsu; 


Service des Statistique 


tion of Asia is estimated at anywhere from fifty to 
sixty per cent of the total, and possibly greater. 
Excepting Red China, the USSR in Asia, and Japan, 
the remaining population of Asia approximates 
800,000,000. In 1959, the United States government 
is reported to have made grants totaling about 
$800,000,000. This sum, of course, is not to be cred- 
ited to food alone. In any case, the grant equaled 
just one dollar per capita. 1f only 50 per cent of the 
population had been in need of food and if all of the 
grant had been for food, each person would have 
received sustenance worth(Please turn to page 656) 
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Royaume de Tunisie. Presidence du Conseil, 


***))igest of Colonial Statistics; H M Stationery Offic 
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BY “VERITAS” 


POLITICS, according to a reliable dictionary, is the as gathered in the Nation’s Capital. It all adds up 
| art and science of government. Washington politicos, to the fact that race, religion, personalities «nd 

however, describe it as a way of getting elected to other prejudices will be injected into the campa:gn 

public office and “the Hell with means essential to —not by the respective National Committees or 
; victory.” In short, they aver that the end justifies the candidates, but by the zealots of both Parties. 
the means, It is this attiude which “guarantees” There are already reliable reports that southern 
that the current Presidential campaign will be leaders will castigate Veep nominee Johnson for 1is 
“rough, rugged and without scruple on the part of — support of civil rights legislation, while other lead«rs 
either Party.” The quotes are capsules of opinion (none with the open blessing of the National Com- 

mittee) will attack the Democratic nominee on the 
basis of his religion. It worked in the 1928 campaign 
WASHINGTON SEES: against the late Alfred E, Smith. It will work now, 
according to exceptionally reliable reports coming to 
Washington. On the other hand, the Democrats will 
try to capitalize on the opposition’s trend toward 
bigotry, as well as try to pin responsibility on the| 
GOP high command. This will be hard to do for 
the reason that the Republicans have long ago} 
repudiated race and religion as issues. : 


* 





Cuba, through Fidel Castro — or more likely his 
brother Raul — having completed seizure of Amer- 
ican-owned properties there, will next move to 
take over our Naval base at Guantanamo Bay, 
now held on perpetual lease of around $2,000 
(gold) annual rental. 

Expected is an abrogation of the 1903 Treaty, 


a at cs cece 





not any direct military operation. The Castros are LABOR, not yet formally committed to support off 
aware of the fact that we would be far more either Presidential ticket, finds itself divided on? 
potent militarywise- than would be their ill- some issues but heavily leaning toward the Ken- 
equipped, poorly trained revolutionary militia. nedy-Johnson espousal of a higher minimum wag 
It happens, however, that if the United States act, medical care for the aged under the Social 
ignores the treaty repudiation, the Cubans could Security system of taxation, so-called “situs picket- 
effectively “dry-up” the base through the rela- ing,” big aid for the educational systems of the 
tively simple closing of a valve or two. Water states and municipalities, and other “liberal” mea-| 
supplies for the base are of Cuban origin. sures. Perhaps “divided” is the wrong word — labor 
The move would put it squarely up to the is not divided now, but if the Kennedy-Johnson com- 
United States to “put up, or shut up.” We would bination does not quickly produce the wanted legis- 7 
either have to fight with men and munitions, or lation in the mentioned areas there could be a labor 
we would have to back down in a diplomatic “walk out” — not necessarily to the GOP camp, but 
defeat. to demonstrate that the Democratic party is depen-# 


dent upon organized labor for victory in any national § 
contest. In the meanwhile, labor moguls and big! 
wheels of the Democratic high command fret over 
the fact that Republican nominee — Richard M. 
Nixon — has received strong support in heavily 
unionized areas of Pennsylvania, third largest state” 
of the union. 


Cuba, and that means the Castros, awaits only 
the visit (now probably indefinitely postponed) of 
Nikita Khrushchev; or if not the visit, more bind- 
ing assurances of military — even rocket artillery 
aid — by the Russo-Sino combine. 

Joint Chiefs of Staff have long (but quietly) 

urged military intervention. It could come if the sy 

Cubans make the Guantanamo move — this de- QUOTE: “It [Congress] does more crazy things, and} 
spite Mr. Khrushchev’s threats. does them with a graver earnestness, than any State? 
Legislature that exists.” Mark Twain, circa 1868 
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s enlarging navigation locks, 
other facilities to accommodate barge tows. 


| miles 
» now without them. 





Internal Revenue Endorses The “Soft Sell.” Uncle Sam's tax 


gathering agency has learned that you can “catch more 
flies with sugar than with vinegar." As a result of this 

















discovery — coming after a several months’ trial run — IRS 





is now revising its procedures in handling tax disputes 
(including delinquencies) from stiff formalities, 








including Court actions, 





to a system of personal 























conferences at the local level. 
Under the new procedures, 
offices will be provided with a full-time "conference 
coordinator" whose first responsibility will be the 
direction and execution of informal conferences with 
troubled taxpayers in his district. Experimentation has 
proved that the informal conference procedure can raise 
more tax dollars than can the hard-boiled approach 
heretofore in effect. 
Commissioner of Internal Revenue will shortly make the 





each of the 61 IRS district 


It has proven so fruitful that the 


process a formal order. 


inland Waterways To Get Congressional Boost. 
nate Subcommittee on National Water 
urces is prepared to say that all surface 











tra isportation systems — rail, highway 
anc water — will be running at capacity to 
mee. anticipated 100% load increase within 
the next 20 years. The Committee will 
recommend that half of the present 
commercial waterways be expanded by 
channels and 


























It adds up to about $8 billion of new work 
for properly prepared contractors. Included 
will be recommended construction of 3,000 
of new waterways to serve areas 


Space Advantage Swings Our Way. Three times 
as many days, successful space ventures 
of this country have caused a glow of 
optimism (but not complacency) in 














/ Washington's military and space circles. 











Cautiously, top figures of the Pentagon 
and National Aeronautics and Space 
Administration (NASA), now calculate 
that we are ahead of the Russians, although 
the Reds may Still be "slightly" ahead of 
uS in long-range missiles. As a side note, 
the three achievements, one of them a 
"first," have put the Administration's 
opposition "on a spot," deprived them of 
potential campaign advantage through 
criticism of our seemingly slow research 

/ and development in space navigation and 
exploration. 

















Successful recovery at sea of 








orbit — perhaps within less than 12 months, 
according to those "in the know." It will 
be several weeks before the full story is 
told of what Explorer's instruments 
discovered. Much may never be revealed 

for security reasons. 








Altitude and speed records of the 
rocket-engined plane X-15 (although the 
4-1/2 minute flight was of limited time 
duration) has proven to engineers and 
scientists working on the project, that the 


























rocket-powered, supersonic bomber 
capable of 75-100 mile altitudes and with 
intercontinental range is not far distant; 
perhaps as close as three years, or less. 
Last but not least in the trio of space 
achievements, is the success of the 
inflated and aluminum-coated, tissue—thin 
100" balloon Echo I, now in successful 
orbit, which leads space and communications 




















experts to believe we now have the means 





a2 report, mechanically and electronically, 





any enemy move which may be made anywhere 
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cautiously | experts in ie the spasnet foresee 
the new balloon as capable of lifting pay 
loads of instruments as well as affording 
a reflector for radio and television 
Signals. Those developing the project were 
so confident of its success that a message 
from President Eisenhower was tape-recorded 
three months prior to launching. 


Labor To Play Up Recession, Possible Depression. 
Although not formally and publicly 
committed to Support of the Democratic 
candidate for the White House, organized 

















ins'rument-laden nose cone * the satellite 
Explorer XIII definitely put Sus 8 head of 
the Reds in the race to put a man into 
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labor as represented by the AFL-CIO, is 
readying propaganda designed to convince 








627 


















union membership (and the public) that 
lagging steel production and demand is 
directly traceable to the present 
Administration. To be ignored is the age-old 























law of supply and demand. There will be no 
explanation of how government could correct 
the dilemma — which it cannot — only the 
flat assertion that the economy is in the 
doldrums, ergo, the Administration (and to 
labor that means the GOP) is responsible. 
In short, all of our ills — economic, even 
physical — will be blamed on the party 
now holding the White House. A staff of 
adroit writers and publicists is now at hard 
work on the plans. 














Platform Differences Highlighted. A wag, with 
mathematical bent, has equated the 
difference between the Democratic and 
Republican platforms. According to the slide 
rule expert, it adds up to U. He explains 
it this way — The GOP stands for Government 
BY the people, while the Democrats would 
have Government BUY the people. The 
difference, according to the mathematical 
pundit, is U and that could well be spelled 
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so-called Party of Jefferson takes the 
White House, come Nov. 8. 











Farm Legislation Of A Constructive Nature, Is Out 
the Window. The Democratic majority is 
without any sane solution and the Republican 
minority is in about the same "fix," so 
there is no reason to believe the "rump 
session" will come up with anything 
sensible. For 30 years, farm production 
has outrun consumer demand. How to balance 
the two is the problem, but the answer is 
not available at this time. Oddly, the 
major farm organizations fail to have the 
answer, except that the American Federation 
of Farm Bureaus, largest of them all, seems 
to want a return to the "open and free" 
market, without Federal subsidization. 
































Campaign Costs Fret Both Parties. Despite an 
optimistic outlook for White House victory 








Democratic Treasury is not in too good shape, 
while it is further hampered by certain 
southern states unwilling to meet their 
assessments because of distaste for civil 
rights and labor planks in the National 
platform. The GOP, like the Democrats, is 
not meeting with any "overwhelming" success 
in the matter of contributions. Because 

of 4-year advances in the costs of 
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radio-television and newspaper advertising, 7 
finance committees of both parties foresee — 
campaign costs near 50% higher than four $ 
years ago. Both | however, are hopeful tha’ 
free television time for debate, offered al 
by radio-TV networks, may reduce expendi- / 
tures to some extent. e 
The Democrats hope for a big boost from f 
the Sept. 4 television film of the AFL-CIC, \ 
titled "Land of Promise." Although billec 
as a public service historical "documentéry | 
which records, factually and dramatically, 
the development of the American labor fy 
movement in the light of the events that B 
shaped our nation's history," it reportec ly | in 
will carry comment calculated to be of \" 
political aid to the Kennedy-Johnson ticket. X 
Will Congress Continue in Session? With 
planned-for adjournment a scant week away, 
and thus far little or no legislation of 
import enacted, the answer could be in the 
affirmative, but if it is, the answer will 
come from the White House not from House 
and Senate leaders. Just as President Trumin 
dramatically called for the extra (Missouri 
Turnip Day) session at the end of the 1948 
Democratic convention, President Eisenhowr 
can call Congress into extra session — 
even the day after any adjournment on 
Capitol Hill. And there is considerable 
belief that — determined to get action on 
his 2l-point legislative program laid down 


Aug. 8 — the President may exercise the 
prerogative. 
































CAP RET ONL 








In the meanwhile, it becomes 
increasingly apparent that Sen. Lyndon B. 
Johnson, Majority Leader, is de facto head | 
of his Party, even though Sen. Kennedy : 
is the No. 1 man on the national ticket. 
Johnson, ever the shrewd politician and 
adroit manipulator is daily "running the 
show" in the upper chamber, occasionally to} 
the discomfort of the Presidential nominee. ta 
Elsewhere on Capitol Hill, Kennedy is for 
running into snags that interfere with his On 


— and the Party's — Los Angeles pledges. at 
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Among these is a measure to put through the 
an emergency bill to guarantee farmers “i 
"full parity income." This promise would — oun 
require the wholehearted co-operation of he 
the powerful Chairman of the House pri 
Agriculture Committee, which co-operation ot] 


is already denied, while the "liberal" al 
medical care and minimum wage bills are in the 
dire straits, imposed by fellow Democrats Wi 
in both Houses. Wo 


ee ay, eae 
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ARE THE OILS SOLVING 
THEIR CHALLENGING PROBLEMS? 


By DILLARD SPRIGGS 


> The position of the U.S.A. as the greatly expanded search for oil goes on — companies 
involved — newcomers — problem of Russian oil 

& Far-reaching consequences of the schism between Domestic and World Markets — 
threatened collapse of differential pricing to refining and marketing affiliates 

® How oil companies are meeting the challenge of over-abundance — pressure on oil 


prices — effect on profits 


> Earnings-dividend position and outlook for the individual companies 


CASUAL feader of the newspaper this summer 
has probably been more confused than ever 
about current events in the oil industry. On any 
recent day he may have read that domestic prices 
for gasoline and other refined products were rising. 
On the next, he could just as well have seen that, 
at the initiation of Standard Oil of New Jersey in 
the Middle East, prices for crude oil and refined 
products outside the United States were declining. 
Iiow can such divergent price action occur? If 
our newspaper reader has at least a fair memory 
he will recall that this never used to happen. When 
prices in the United States moved one way or the 
other, sympathetic reactions abroad always followed 
in the same direction. 
The answer to the problem lies in the recent shifts 


| that have taken place in the world oil industry. 

Whereas the United States formerly dominated the 
world of oil in terms of reserves, production, and 
AUGUST 27, 1960 


exports, it no longer does so. Its reserves, 32 billion 
barrels, now are equivalent to only about one-sixth 
of the free world total, being far surpassed by the 
180 billion barrels of considerably lower cost oil in 
the Middle East. And, for more than a decade, the 
United States has now been a large net oil importer, 
rather than an exporter. Indeed, so vast have the 
changes been that the fabled Texas wildcatter has 
been far surpassed in both affluence and influence 
by the Middle East desert sheik. 

A significant event that marked this change in 
the world of oil as it once stood probably more than 
anything else was the imposition of import controls 
on foreign crude oil and products by the United 
States Government in 1959. Taken to insulate the 
U.S. oil industry against the competitive rigors of 
low-cost overseas oil, U.S. import controls inaugu- 
rated a new era in the world oil industry. No longer 
is there a single industry but there are, in effect, 
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Statistical Data on Leading Oil Companies 




































































W.C. (mil.) 58-$124.8; 59-$114.4 





W.C.—Working capital. 
d—Deficit. 

*—Based on latest dividend rate. 
N.A.—Not available. 


Amerada: Major domestic crude oil producer now adding to long-term 
potential with Libyan discoveries. 


Atlantic Refining: Currently benefitting from higher domestic product 
prices; above-average yield provided on secure dividend. 


British American Oil: A leading Canadian marketer and producer, this 
company has important stake in expanding natural gas play in Canada. 
B3 


British Petroleum: A major international company with heavy stake in 
Middle East oil reserves and markets in the Eastern Hemisphere, now 


Continental Oil: Top flight management has provided this company with 


iM 
a 
3—Gross operating income. 
4 





-Includes unsegregated charge - offs. 
-9 months ended March 31. 


—Ist quarter. 


British Petroleum the richest oil concession in the Middle East at Kuwaii 
Al 


Imperial Oil: The largest oil company in the Canadian oil industry, 
still plagued by over-supply problems. A2 


Kerr-McGee Oil: Participation in oil drilling and uranium processing 
as well as refining and production of crude provides greater diversi- 
fication than most oil companies. C1 


Ohio Oil: Leading domestic producer now fully integrated into refining; 


broadening operations to Western Hemisphere. B2 company is expanding its operations abroad, particularly in Libya. B2 
Cities Service: Major east coast refiner and marketer providing above- Phillips Pet.: Top grade agers “— we major stake in natural 
average yield on well-protected dividend. gas and petrochemicals as well as oil. 


Plymouth: Small refining and producing company with abnormally low 








Ist 6 Month — Full Year———__ Indic. 
Net Profit Net Per Earned Per Cash 1960 Price Div. 
Net Sales Margin Share Share Earn. Div. Range’ Recent Yield 
1959 1960 1959 1960 1959 1960 1958 1959 Per Share Per Share 1959-60 Price % \ 
—(Millions) % % 1959 * 
AMERADA PETROLEUA ........... $ 52.1 $51.8 22.3% 23.2% $1.85 $1.91 $3.56 $3.81 $6.14 $2.00 106%4- 55 63 3.1% 
W.C. (mil.) ‘58—$54.3; ‘59-$58.0 
ATLANTIC REFINING ................... 277.5 279.2 6.2 6.0 1.85 1.80 3.86 3.19 8.42 2.00 53%- 31% 37 5.4 
W.C. (mil.) ‘58—$83.6; ‘59-$58.1 
BRITISH AMERICAN OIL ............. 154.7 153.9 5.4 8.9 41 -67 1.00 1.25 2.93 1.00 46 - 25% 29 3.4 
W.C. (mil.) ‘58—$114.7; ‘59—$88.2 
BRITISH PETROLEUM .................. N.A. N.A. NLA. NAL NLA NA. 85 82 — 28 869% 6% 8 7 4.0 
W.C, (mil.) ‘58—$80.6; ‘59—$96.3 
COVERS SEIVIGE .n..sccsccsccecsscccscsase 507.9 487.3 3.7 3.8 1.76 1.74 3.57 3.96 11.901 2.40 643%4- 39% 45 5.4 
W.C. (mil.) ‘58—$310.2; ‘59-$308.3 
CONTINENTAL OIL ..................... 380.6 390.7 7.4 7.3 1.38 1.35 2.40 2.85 4.34 1.70 6934- 40 49 3.4 
W.C, (mil.) ‘58—$127.3; ‘59—-$104.6 
CREOLE PETROLEUA ................... N.A N.A. N.A. N.A. 1.49 1.30 3.04 2.58 3.66 2.60 65%- 25% 27 9.6 
W.C. (mil.) ‘58—d$43.1; ‘59—-$43.5 
IO se ciicibippireciitercminccidapavecats 310.34 310.5% N.A. N.A. 174 .184 79 .67 1.16 — 2832- 12% 15 —_— } 
W.C. (mil.) ‘58—$14.3; ‘59—$10.3 
| ee ee 1,556.6 1,586.2 9.1 9.8 1.42 1.56 3.39 2.90 5.50 1.00 42%- 262 30 3.3 
j W.C. (mil.) ‘58—$565.5; ‘59-$690.6 
{ _ 
I I iis csiscessneuecsessnsiucs 410.9 N.A. 5.6 N.A. 74 98 1.61 1.73 3.12 1.20 48 - 30% 33 3.6 
W.C, (mil.) ‘58—$229.2; ‘59-$222.2 
‘ KERR-McGEE OIL IND. ................ 99.0- 118.32 4.6 4.6 1.712 2.012 1.94 2.13 6.69 1.20 7038- 3652 3900S 3.0 
W.C. (mil.) ‘58—$35.0; ‘59—$34.0 
RII II os avsstcdeca bcos ccuaecaessierscnaccs 143.9 175.9 12.8 10.0 1.41 1.28 2.45 2.76 4.71 1.60 4612- 30% 32 5.0 
W.C, (mil.) ‘58—$78.3; ‘59—$88.1 
PHILLIPS PETROLEUM .................. 597.5 603.1 8.9 8.5 133 1.51 2.45 3.03 6.58 1.70 5234- 41 45 3.7 
W.C. (mil.) ‘58—$217.1; ‘59—-$219.8 “¢ 
PEIN Oe OUR cnsvveseicsisseseccsvescccs N.A. N.A. NAA. N.A. 85 .02 1.79 .84 2.67 1.00 3138- 15% 19 5.2 e 
W.C. (mil.) ‘58—$16.4; ‘59-$14.6 » 
ME sieht crest ins encnanincues 308.1 328.4 4.2 4.1 1.31 1.39 3.35 3.32 7.71 1.60 48\s- 27% 31 5.1 [ 
W.C, (mil.) ‘58—$119.3; ‘59-$129.5 y 
MPN IIEY GD occsisssscacesscasecessecses 131.3 136.5 8.1 10.2 2.65 3.46 5.00 6.95 13.79 3.50 111 - 6834 79 «44 ; 


CREEL ESET ee 

































good exposure to new advances in earning power both at home and profits due to deteriorating margins and non-recurring write-offs. Stock a 
| abroad over the long-term. Al is speculative. C4 & 
| ; ; : Pure Oil: Leading Midwest refiner and marketer, company has improved F 
i t.: W - 9 : : 
| ee ee Ph Metin. Fc age | Mn Seah a ete position through acquisition of Woodley Petroleum and by important oil 4 
| ° Ou t ‘ and gas discoveries in Utah. ¥ 

etty Oil: Large reserves in Neutral Zone in the Middle East provide a 4 . nae 73 

i i ; Richfield Oil: A leading West Coast company benefitting from natural ‘ 
} SOEERY WEN Teen qpuNEtne angel. gas discoveries in California and oil discoveries in Alaska. Over three- ee 
| Gulf Oil:: One of top international companies, Gulf shares 50-50 with fiths of Richfield is owned by Sinclair and Cities Service. Bl E 
RATINGS: A—Best grade. 1—Improved earnings trend. : 

B—Good grade. 2—Sustained earnings trend- ee 

C—Speculative. 3—Earnings up from the lows. is 
\ D—Unattractive. 4—Lower earnings trend. : 
me 
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Statistical Data on Leading Oil Companies—(Continued) 






































——___—_ Ist 6 Months = ———ull Year-——_-—_ Indic. 
Net Profit Net Per Earned Per Cash 1960 Price Div. 
Net Sales Margin Share Share Earn. Div. Range’ Recent Yield 
1959 1960 1959 1960 1959 1960 1958 1959 Per Share Per Share 1959-60 Price % 
—(Millions) % % 1959 * 
ROVE CII oxcccccsnscssssccsscsased $1,043.02 $1,111.07 N.A. N.A. $ .923 $ .973 $4.11 $4.05 $ $1.39! 50%- 33% 37 3.7% 
W ¢. (mil.) ‘58—$1,235.6; ‘59-$1,240.0 
OE I acs sits cave cacssonrencatnacnia 894.2 898.2 Be 7.7 1.14 1.14 2.12 2.43 5.66 1.10 45%- 30% 34 3.2 
W C. (mil.) ‘58—$299.3; ‘59-$284.6 
Ue I se sc cinnicaicconsnisssacenesans 621.1 614.9 4.2 3.5 1.74 1.40 3.23 3.00 7.99 2.00 67%- 3334 37 5.4 
W C. (mil.) ‘58—$296.0; ‘59-$300.4 
RII GI asccsecpsscassnnericsenscsnkenace 131.1 124.4 10.6 8.9 2.43 1.93 4.82 4.87 11.38 1.80 74\%4- 37 42 42 
W.c. (mil.) 58—-$57.1; 59-$52.1 
ere eee N.A. N.A. NLA. NA. 1.59 1.72 3.24 3.37 7.95! 2.00 52%4- 34% 38 # 5.2 
WC, (mil.) ‘58—$661.7; ‘59-$686.5 
S$’ ANDARD OIL CALIF. ............... 865.0 918.8 136 13.9 1.87 2.03 4.08 4.02 6.24 2.00 62\s- 40 44 45 


a” 


C. (mil.) ‘58—$426.4; ‘59-$416.4 





C. (mil.) ‘58—$580.2; ‘59-$545.2 


\NDARD OIL IND. .................. N.A. N.A. NLA. NLA. 2.20 


1.81 3.29 3.90 6.88 1.40! 52%2- 35 39s 3.5 





osvicn 


C. (mil.) ‘58—$1,587.8; ‘59—$1,704.4 





” 


W.C, (mil.) ‘58—$62.9; ‘59-$72.6 
GUN AI asnasscisccasnasiesssncccscsenannssis 385.3 
W.C, (mil.) ‘58—$133.4; ‘59-$114.3 


ANDARD OILN. J. ............+. 4,255.0 4,317.0 7.4 72 1.47 
ANDARD OIL OHIO ............... 183.6 182.0 5.3 6.0 1.97 


366.8 5.7 5.4 1.87 


1.45 2.62 2.91 4.95 2.25 59'%s- 40 42 5.3 


2.19 4.82 5.02 9.10 2.50 64%- 4412 50 5.0 


1.63 2.73 3.48 7.70 1.00 6534- 4234 50 2.0 





SUNRAY-MID.-CONT. .............00+5 228.4 229.1 9.1 8.1 1.07 


W.C. (mil.) ‘58—$88.6; ‘59-$94.3 


95 2.14 2.25 4.21 1.32 29%- 20'2 22 6.0 





PRI a scasas ctsncapeircnctslenseastashatetsiie N.A. N.A. NLA. NLA. 2.78 


W.C. (mil.) ‘58—$627.4; ‘59-$652.4 


2.93 5.24 5.85 9.86 2.80 





877e- 6442 79 3.5 





303 99 1.04 1.97 .60 





TEXAS GULF PROD. .................... 44.23 413° 2.9 2.9 39%a- 2212 24 ~—=— 2.5 
W.C. (mil.) ‘58—$10.5; ‘59—$10.1 
TEXAS PAC. COAL & OIL .......... 13.2 13.2 27.5 30.0 1.02 1.61 1.85 2.25 1.20 3934- 2012 24 5.0 


W.C, (mil.) ‘58—$10.3; ‘59-$11.0 





errr N.A. N.A. NLA. NLA. 1.24 


W.C. (mil.) ‘58—$95.3; ‘59-$89.7 


1.16 4.03 2.23 6.67! 2 29'2- 1658 20 





UNION OIL of CALIF. ................ 247.9 258.9 4.3 5.1 1.32 


W.C. (mil.) ‘58—$167.3; ‘59-$164.0 





W.C.—Working capital. 


*_Based on latest dividend rate. ~—5% stock. 


Royal Dutch Petroleum: Second largest oil company with strong world- 
wide refining and marketing position. 


Shell Oil: One of leading domestic refiners and marketers, this company 
has enviable oil-finding record in recent years. 


Sinclair Oil: Serious squeeze on profit margins recently forced cut of 
dividend. Stock has large leverage and this should be reflected when 
earnings inprove. 


Skelly: Possessor of large domestic oil and gas reserves, this company’s 
profits are held back by stringent prorationing in Southwest. B4 


Socony Mobil: Leading international company provides well above- 
average yield on secure dividend. Foreign exploration in Turkey and 
Libya, also in petrochemicals enhances longer-term outlook. 


Standard of California: The dominant factors in the West Coast oil in- 
dustry, and major international firm. Continues to offer good long-term 
growth prospects. 


Standard of Indiana: Major domestic refiner and marketer, with strong 
position in Midwest, now benefitting from improved product prices. A3 


Sen Oil: East Coast refiner and marketer with expanding production in 


1__Plus stock. 


1.57 3.18 3.35 8.97 2.00! 53%4- 33% 42 4.7 


3 
4 


Ist quarter. 
Gross operating income, 


Venezuela and growing stake in petrochemicals. A2 


Standard of New Jersey: The world’s largest oil company providing one 
of top dividend yields in the industry. Normally derives about three- 
fourths of income from the Western Hemisphere and about half of the 
remainder from the Middle East. Al 


Sunray Mid-Continent: Important marketer in Southwest and Midwest 
providing good yield. B4 


Texaco: Top grade company with exeptionally good earning record. 
Facilities are well balanced. 1 


Texas Gulf Producing: Small domestic oil producer with important stake 
in Libya. 


Texas Pacific Coal and Oil: Domestic producing company with important 
reserves behind each share of outstanding stock. 


Tidewater Oil: This medium sized company striving to reduce costs and 
improve efficiencies. Pays 5% stock dividend. 


Union Oil of California: Important West Coast marketer with expanding 
stake in natural gas. Phillips Petroleum has been adding to its sub- 
stantial stock investment. B3 





RATINGS: A—Best grade. 
B—Good grade. 


C—Speculative. 
D—Unattractive, 


1—Improved earnings trend. 
2—-Sustained earnings trend, 


3—Earnings up from the lows. 
4— Lower earnings trend. 





























































































two—one in the United States and one in the rest 
of the world. The main link which connected the 
two—price competition—has been severed, so that 
prices can, and indeed do, move in separate direc- 
tions. 


Abundance of Foreign Oil 


Today’s investor in oil equities must accordingly 
pay considerable attention to the differences that 
exist between oil supply-demand conditions at home 
and abroad as well as the other factors affecting oil 
profits. Overseas it is all too evident that an abun- 
dance of oil supplies exists in various areas of both 
the Eastern and Western hemispheres. The ability 
to produce oil far outstrips the world’s current need 
for it, even though consumption of petroleum out- 
side the United States continues to expand at a 
rapid pace. 


Expanded Search for Oil Abroad 


The build-up of this excess capacity may be traced 
to a few principal factors. First, during the middle 
1950s, many oil-consuming countries began to feel 
that they might be held for ransom by the oil-rich 
kingdoms of the Middle East. Some of the Western 
European States in particular, then faced simul- 
taneously with a coal shortage and rapidly mounting 
demands for oil, were apprehensive of their increas- 
ing dependence upon the Middle East. A corollary 
of this fear—which received dramatic confirmation 
during the Suez crisis in 1956-1957—was the recog- 
nition by the major international oil companies that 
they might have too many eggs in the Middle East 
basket. A logical outcome of this concern was an 
intensification of the search for oil outside the Mid- 
dle East, both by the leading international compa- 
nies and certain governmental corporations, par- 
ticularly those of French nationality. As described 
later, the search by many of these companies en- 
countered great success. 

Secondly, a gradual but definite decline in the 
profitability of domestic crude oil production began 
to affect the profit and loss statements of many 
U.S. oil companies during the middle 1950s. The 
rate of return in the most lush domestic oil plays 
could not compare with the profitability of success- 
ful foreign oil-producing ventures. These facts were 
responsible for a march, if not a stampede, of many 
domestic oil companies into foreign exploratory ven- 
tures—in Venezuela and many other far-flung areas 
of the world. 


U.S. Import Problem 


A third important contributor to the development 
of the foreign oil surplus was the aforementioned 
establishment of import controls in the United 
States. This was not a cause of the surplus—hardly 
anything could have forestalled that, so successful 
was the intensified search for petroleum—but it 
has aggravated greatly the over-supply conditions 
abroad. Without these controls a large increase in 
crude oil imports would undoubtedly have flowed 
into the U.S. market from either the old interna- 
tional companies or the newcomers which had more 
recently gone abroad. 


Success of the Search 


Both of these groups encoutitered almost unquali- 
fied success in their search for new, large oil re- 
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new oil field is delimited. Venezuela, which granted 
new concessions to newcomers in 1956, was the first | 
scene of major success. But the companies involved ' 
—Superior Oil of California, San Jacinto Petrolewm, | 
Signal Oil & Gas, Atlantic Refining, Phillips Petro- | 
leum, Sun Oil, Standard Oil of Ohio, among others— | 
were prohibited entry into the U.S. market on all | 
but a small scale by import controls. Their only 
alternative was to try to market supplies in fore gn 
countries, in order to earn some return on their 
investment. But to secure any outlets at all, they 
had to accept lower prices than those heretof pre | 
prevailing in the world market. ; 
Algeria, where French oil companies monopoli ‘ed | 
the search, was the second area where major n2-w 
concentrations of oil reserves were found. Prod ic- 
tion is already underway at Hassi Messaoud, wh :re 
reserves of 3.5 billion barrels have been establis ed 
and a pipeline with a capacity of 280,000 barrel: a 
day is in operation. In the Eastern Sahara, on he} 
Libyan border, at least 1 billion barrels of reser ‘es | 
Edjeleh, Z v- 
zaitine, and Tiguentourine. A 24-inch pipeline vill 
be in operation shipping oil to export markets late 
next month. Crude oil production in the French 
Sahara will probably average about 170,000 bar? els 
a day this year; French authorities forecast it will 
rise to 340,000 barrels a day in 1961 and at least to 
500,000 barrels per day in 1965. As the flow into 
the French market steps up, increasing quantities 
of Middle East crude, now the major source of) 
French oil needs, will be replaced. 
In neighboring Libya, further large oil-bearing| 
areas have been encountered. Standard Oil (N.J.) [ 
has brought in a number of wells in the Zelten area, 
where production tests have revealed yields of 17, 5008 
barrels a day or higher, comparable to the best wells 
in the Midle East. Construction of a major pipeline | 
with an initial capacity, solely by gravity flow, of f 
300,000 barrels per day has just been started. Oasis E 
Oil Co. (Ohio Oil, Continental Oil, and Amerad a) § 
has 14 successful wells on three concessions, most | 
of them concentrated in the Dahra area; nearby,} : 
Texas Gulf Producing Co. (in association with W.R.S§ 
Grace & Co. and Standard of New Jersey) has an 
important field, and recently Socony Mobil breuyht 
in promising wells to the south of the Dahra area. 
A second 24-inch pipeline with initial capacity of} 
300,000 barrels a day, also solely by gravity flow,| 
is scheduled for construction shortly. It appears 
likely that Libyan oil will begin to move into world) 
markets in significant quantities some time in 1962.) 


The Problem of Russian Oil 





eaeamieatenaats 


Pay 


Russian oil exports to the free world have in- 
creased substantially during the past few years) 
rising to about 320,000 barrels per day in 1959.7 
About three-quarters of these shipments were made! 
to Western Europe, constituting approximately &8%— 
of that area’s total imports. The other major mar: 
kets for Russian oil were Japan, Egypt, Argenti: 1a, § 
and Uruguay. 
significant factor in world ‘oil trade. But, as inf 
India, it can cause serious market dislocation Ww "I 


ne 





offered. at low prices. 


Whether exports of (Please turn to page 652) 
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serves, so much so that the investment community § 
which once followed drilling reports on a daily basis 
now hardly bothers to shrug its shoulders when a 7 


re 


On the whole, Russian oil is not ae i 
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AIRLINES ADJUST 
TO IMPROVE EARNINGS 


— But near term outlook still befogged 
By FREDERICK B. LYONS 


Evaluates outcome of rate and route revisions — competition — advantages and disadvan- 


tages of proposed mergers 


Impact of jets on obsolescence — where repiacement with costly supersonic planes is im- 
practical . . . facts of traffic and passenger growth 


Elements of strength and weakness in airline picture for the near term . 
in operation as shown by batch of sour first quarter reports . 


term 


- . cost squeeze 
. . prospects for the longer 


Position of individual companies — which airlines likely to show best earnings progress 
— those to remain static for some time — or further hindered by problems 


[E investor peering at first half earnings state- 
nents may find it hard to believe, but there is 
some evidence that the basic position of the airline 
Incistry is changing for the better. In a nutshell, 
move realistic regulation may well be in the making. 


) To :nderstand what this would mean to the domestic 


aii ines it is only necessary to review some fairly 
rec nt history. 


1960 


ad 

Since 1955, when a moratorium % route expan- 
sion expired, the Civil Aeronautic#Board has been 
handing out new routes right and left in an effort to 
bolster the weaker airlines by permitting them to 
compete on the most profitable runs. This policy un- 
fortunately backfired since neither the weak nor the 
strong lines could make much money owing to the 
excessive competition. The classic example is East- 
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Statistical Data on Leading Airlines 





















































W.C.—Working capital. 


d—Deficit. 3_For fiscal year June, 


American Airlines: The leading airline in terms of size, is experiencing 
difficulty in coverting larger gross to larger net in 1960. Long-run 
prospects are distinctly favorable end the shares may be held. Dividends 
are fairly secure at $1 o@ share annually. B4 

Braniff Airways: A relatively marginal operator, this company has been 
a recipient of route awards by the C.A.B. which were designed to 
improve its basic position. Even so, the record has been unimpressive 
and prospects are not bright. Dividend not secure. C4 

Capital Airlines: Close to the brink of disaster, this company has ap- 
parently been rescued by United Airlines. Merger into the latter com- 
pany has been proposed on the basis of seven Capital shares for one 
share of United. Failing merger, this company’s future is quite un- 
certain. C4 

Delta Air Lines: Earning power of this well-run regional airline has 
been bolstered by acquisition of an efficient jet fleet. Long-run pro- 
spects, which are favorable, are enhanced by company’s attraction as 
a merger candidate. B3 

Eastern Air Lines: New management policies designed to improve profit 
margins should ultimately pay off for this important air transport com- 
pany. This issue is one of the best for long-term holding in the group. 


KLM Royal Dutch has a long record of operations and is destined to 
continue playing a leading role in international air travel. Over 70% 
of the stock is owned by the Netherlands Government. While the divi- 
dend cannot be considered secure currently, the shares have sufficient 





2—Years ended June 30, 1959 & 1960. 


4__9 months ended March 31. 


Ist 6 Month ——§Full Year———__ Indic. 
Net Profit Net Per Earned Per Cash 1960 Price Div 
Net Sales Margin Share Share Earn. Div. Range Recent Yiel 
1959 1960 1959 1960 1959 1960 1958 1959 Per Share Per Share 1959-60 Price % 
——(Millions)\——-__ % % 1959 . 
AMERICAN AIRLINES .............. $166.9 $205.8 5.4% 1.6% $1.05 $ .40 $1.94 $2.51 $6.34 $1.00 33328- 17% 19 5.2° 
W.C. (mil.) ‘58—$35.0; ‘59—$72.3 
BRANIFF AIRWAYS ...................06 18.45 19.05 5.8 42.5 36 4.17 1.01 85 2.94 .60 17%s- 9 9 6.6 
W.C. (mil.) ‘58—$6.2; ‘59-$9.5 
CAPITAL PAREIIORS ....ccscccccccsecscsecss 26.6% 23.5° 3.5 4923.0 41.038 45.958 .23 41.93 9.801 ~- 23%- 6 6 —_— 
W.C. (mil.) ‘58—d$4.3; ‘59-$2.7 
Seer 103.87 120.27 3.9 2.3 3.622 2.537 3.622 2.522 11.523 1.20 36%- 20 29 4.1 
W.C, (mil.) ‘58—$5.7; ‘59-$10.2 
EASTERN AIR LINES ..................... 147.1 145.9 2.4 42.6 1.17 41.23 2.34 2.24 11.70 1.00 46%- 2312 28 3.5 
W.C. (mil.) ‘58—$38.5; ‘59-$41.9 
KLM ROYAL DUTCH AIRLINES ... 64.5 71.3 d9 dg9 4.41 4.48 2.30 2.66 15.10 1.85 3938- 27 27 6.7 
W.C, (mil.) ‘58—$30.1; ‘9-$28.6 
NATIONAL AIRLINES ................. 54.14 50.94 4.3 42.0 1.424 d.604 d.585 1.425 5.743 6 2932- 1112 12 -- 
W.C. (mil.) ‘58—$.8; ‘59-$2.9 
NORTHWEST AIRLINES ................ 27.28 29.7> a | d2.1 208 41.408 4.06 3.68 12.06 .80 4632- 1634 18 4.4 
W.C., (mil.) ‘58—$10.3; ‘59—$8.1 
PAN AMER, W. AIRWAYS ........... 162.2 191.3 4 1.2 10 35 78 1.17 6.64 -80 35%4- 16% 20 4.0 
W.C. (mil.) ‘58—$41.9; ‘59-$28.4 
TRANS WORLD AIRLINES ........... 70.6 76.0 45.3 489 457 41.02 4.26 1.41 6.15 — 24%- 11% 12 — 
W.C. (mil.) ‘58—$15.4; ‘59-$4.9 
UNITED AIR LINES ...................... 166.4 167.3 4.4 1.0 1.94 .42 3.88 3.50 11.73 50° 45 - 25% 32 1.5 
W.C, (mil.) ‘58—$33.0; ‘59—$10.2 
WESTERN AIRLINES .................... 27.9 34.0 6.7 3.9 1.74 94 1.51 4.82 10.96 1.007 38 - 20% 21 4.7 
W.C. (mil.) ‘58—$5.3; ‘59—$11.9 
*—Based on latest dividend reports. 1__Includes charges for obsolesences. 5—Years ended 6/30/1958 & 6/30/1959. 


6_8% stock. 
7—Plus stock. 
S—Ist quarter. 


1959. 





long-pull attraction so that they should be held. 
National Airlines is faced with stiff competition on its principal route: 


and whether or not it can reach a good level of earning power in 


the near future is quite debatable. Since the company is a candidate 
for an important new route, the shares can be held. C4 

Northwest Airlines has been bolstered in recent years by entry into the 
Florida market. However, the company flies against some heavy com 
petition, which could easily intensify on its important Pacific routes 
These well deflated shares already appear to reflect the latter possibility 
and can be held. C4 


Pan American has effected a rapid switch to jets and now has o 


strong equipment position. However, competition from foreign airlines 
will remain heavy over the long pull, indicating that Pan American’s 
profit performance may continue to be erratic. The shares already ap 
pear to be giving weight to this possibility. C3 

Trans World Airlines: Operating both domestically and internationally, 
this is potentially a strong company. However, for one reason or an 
other the line has not been able to capitalize upon its advantages 
How soon it will do so remains to be seen. 

United Air Lines: With an excellent route structure and good jet equip 
ment, this company is well prepared to face the jet age. Merger with 
Capital will enhance long-run prospects B2 

Western Air Lines: A regional airline serving the Pacific Coast, Western 
may be in for rough flying in the period immediately ahead since jet 
competition is becomming hotter. 





RATINGS: A—Best grade. 
B—Good grade. 


C—Speculative. 
D—Unattractive. 








i—tImproved earnings trend, 
2—Sustained earnings trend. 


3—Earnings up from lows. 
4— Lower earnings trend. 











ern Airlines which has seen one carrier after another 
come into the Florida market. Eastern’s earnings 
have declined continuously since 1955, reversing a 
previously favorable trend. 

At the same time that the Board was authorizing 
the excessive competition, it was turning its back on 
the air transport group’s plea for higher fares. An 
overall investigation into passenger fares was initi- 
ated on May 10, 1956 and dragged on for over four 
years before being concluded. Some relief was au- 
thorized temporarily during the long study, but it 
did not prove adequate and as a result, airline earn- 
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ings went into a nose dive. 


Climate Ripe for Mergers 


So much for the background. The change which 


appears to be in the making as far as the Board's! 


policy of route duplication is concerned is still some-” 
what subtle. Nonetheless, it is believed that the F, 
C.A.B. is now well aware that granting additional 7 


Capital and Northeast, both of which were reci 


ents of route awards designed to put them back on? 
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service authority to a sick carrier merely prolongs) 
the suffering, rather than effecting a cure. Witness) He 
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their feet. Both of these carriers are now involved 
in merger-for-survival proceedings, with what is 
understood to be the C.A.B.’s blessings. Assuming 
tha’ the Capital-United and Northeast-T.W.A. unions 
do -ake place, you have the background for more 
me’gers throughout the airline industry. By per- 
mifiing some of the weaker sisters to merge with 
str nger units, the C.A.B. accomplishes two pur- 
poses: first, the “hopeless” type of airline is removed 
fren the scene and subsidy money is saved and, 
sec ndly, the overall problem of excessive competi- 
tio is eased. 


Rate of Return — New Investment Factor 


'f the change in the Board’s thinking with regard 
to oute competition is still difficult to pinpoint, it is 
qu e clear that the regulatory authorities recognize 
th serious problem with regard to airline earnings. 
2e enues of the domestic trunklines have been climb- 
ine for some time at a rate well ahead of most seg- 
me its of the economy. From 1955 to 1959, for 
ex. mple, total domestic operating revenues rose 
fron $1.1 billion to $1.8 billion, a gain of better than 
60 -. Net operating income, a better gauge of profit- 
abi ity than net income which includes capital gains, 
sli) ped about 15%. By its recent tentative decision 
in the General Passenger Fare Investigation Case, 
th C.A.B. has recognized the inadequate earning 
pover of the industry, undoubtedly influenced by 
th: fact that a sick airline industry cannot fulfill its 
viial role in the economy. In the future the Board 
has stated that it will be guided by a rate of return 
on invested capital of about 10.5% for the industry. 
This is a new and significant investment factor in 
the outlook for the airline group. 


What it Means to Individual Company Earnings 


\While the immediate effects of this new policy 
were fare increases effective July 1, 1960 (a hike of 
$1 a ticket plus 244% was authorized), the most 
significant aspects are longer-range in nature. With 
such stalwarts as American, earning about 8% on 
its domestic investment in 1959 and reporting $2.51 
a share, Eastern 5% and $2.24 (excluding special 
credits), and United 7% and $3.50, respectively, 
there is considerable room for improvement under 
the new yardsticks. As a rough idea of the potential 
in these three companies, it is estimated that at a 
10!,% return (which is all the Big Four are to be 
allowed), American could earn about $3.25 a share, 
Eastern about $5.75 and United, $5.50. Perhaps even 
more important as far as the long-suffering share- 
holders of these companies are concerned, the rate 
of return concept establishes a floor under profits, 
a factor which could lead to a higher price-earnings 
ratio for the group in due time, 


Last Big Route Case Pending 


‘'nless the C.A.B. resumes its former ways, it will 
have little opportunity to alter the basic route struc- 
ture of the airline industry, once it disposes of the 
last important continental route case before it. The 
so-called Southern Transcontinental Service Case, 
wh ch basically deals with the problem of air service 
bet \veen the Southeast and the Southwest portions 
of ‘ 1e United States, is nearing final decision. C.A.B. 


Herring Examiner E. T. Stodola has recommended 
th: t National be awarded a Florida-California route 
an’ Delta be granted permission to fly between 
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Atlanta and the West Coast. Awards were also rec- 
ommended for American, Braniff, Continental and 
Eastern, but these were of a secondary nature. 


Impact of Jet Travel 


Turning from the regulatory picture as it affects 
the long-range outlook for the airlines, there is cause 
for encouragement at the operating level. While the 
impact of the jet upon the individual airlines and 
upon travel in general is certainly well publicized 
by now, it is conceivable that this generation of 
equipment is not fully appreciated by the investment 
community. First, with its high degree of reliabil- 
ity, the pure jet engine is setting new standards of 
safety for airline travel. As time goes by this can 
become a potent sales weapon for the industry. 
Perhaps of more significance from an investment 
viewpoint, the current crop of pure jets is likely to 
be in service well after they are fully written off. 

There are two reasons for this expectation. 
First—with the Boeing, Douglas and Convair jets 
pushing the sound barrier now, there is little advan- 
tage to building a slightly faster subsonic plane to 
make existing equipment obsolete. Second—a super- 
sonic aircraft will be well beyond the means of most 
airlines, assuming the price tag is anywhere near 
the rumored $25 million per plane. 

This compares with about $5 million for the cur- 
rent crop of pure jets. Then, too, most companies do 
not have the route structure to use more than one or 
two of these planes, if any at all. Hence, expansion 
of the nation’s air fleet from here on could be at a 
much more orderly pace, something which has favor- 
able implications for stockholders. 


The Nearby vs. the Long-Range Picture 


Wrapping up the growing elements of strength in 
the airline picture, it is possible to visualize a much 
healthier industry in the not too distant future. 
With the equipment race slowing down, regulatory 
attitude becoming more realistic and continued 
growth ahead for air travel, it is not too difficult 
to be optimistic about the long-run future of the air 
transport industry. But the nearby picture is a dif- 
ferent story. 


Traffic Growth Slowing 


Traffic, which is affected in a general way by 
broad economic conditions, appears to be growing at 
a slower pace than earlier in the year. The tip-off on 
the slower rate of gain came in June, normally an 
excellent month for the industry. 

On a year-to-year basis, domestic traffic expanded 
a mere 3.4%, without any apparent reason for the 
small gain except generally soft economic condi- 
tions. Original forecasts called for an increase of 
about 14% in revenue passenger miles during 1960, 
but this is clearly too high. Present thinking is that 
for the year as a whole, traffic should increase about 
8-9% over 1959 levels. While this would obviously 
represent a poor showing when compared with the 
15% average annual rate of growth during the past 
decade, one year’s experience does not necessarily 
establish a trend. Even so, a slower rate of growth 
is to be expected as the industry becomes more 
mature. 

The surprising aspect of the air travel market is 
the narrow base upon which it is currently built. 
Less than one-tenth of (Please turn to page 651) 
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.As Investments. : 
Today . 


By PAUL J. MAYNARD L 
& Covers fire — casualty — and life companies ... their : 


underwriting and investment profits position — and 


earnings-dividend outlook into 1961 and longer — 7 
which companies are in the best position — those t 
° . 0 
where prices have already discounted prospects — 
where underestimated — and companies emerging into al 
a better and more prosperous period that should last on 


several years 


HE following statement, taken from the 1959 in 

Annual Report of a major fire and casualty in- 
surance company, was fairly typical of the industry’s 
experience last year. 

“The new and better underwriting cycle, which | 
began about the middle of 1958, continued through 
1959. The improving trend grew stronger as the 
year advanced. Each of the last seven months was 
profitable on the statutory basis despite a substan- 
tial increase in unearned premium reserve. The loss 
ratio for the year was better, and the expense ratio 
was down 2 points.” 

Based on preliminary figures for a representative 
group of 23 companies covering the first six months 
of 1960, the improving trend of 1958 and 1959 has 
continued into the current year. For the first 6 
months of 1960 the estimated average combined loss 
and expense ratio for this group of stock fire and 
casualty insurance companies was about 98%. This 
compares with average ratios of 100.0% in the first 
half of 1959 and 102.5% for the initial 6 months of 
1958. Since the first quarter is ordinarily the least 
profitable seasonally for the fire and casualty inst a a 
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ance companies, the industry’s combined loss and 
expense ratio may be expected to be lower for the 
year than it was for the first half. Barring unpre- 
dictable catastrophes in the last half of the year, 
196) should produce a larger average underwriting 
pro'it margin for the fire and casualty insurance 
industry than for any year since 1955. 


Earnings Higher, Expenses Cut 


T 


| erhaps the most encouraging aspect of the im- 
prc vement in underwriting earnings last year and 
to ate in 1960 is the reduction in the expense ratio. 
La t year the improvement in the expense ratio 
amounted to more than a percentage point com- 
pa‘ed with 1958. Again in 1960 it is likely that 
an ther percentage point may be chopped off the 


ex) ense ratio. This is being made possible by reduc- 
tio:s In commissions, particularly on automobile 


lia ility lines and by stricter control of home office 
an field expenses generally. Along with the reduc- 
tio. in the expense ratio, more adequate rates for 
au’ omobile insurance, together with better insurance 
to value in fire business, and wider use of deducti- 
bles in windstorm and other lines of coverage also 
have contributed to improvement in underwriting 
results. 


Where Net Investment Income Grows 


\t the same time that profits from underwriting 
have been making a good recovery, the net invest- 
ment income of the fire and casualty insurance com- 
panies has continued to advance steadily. Higher 
money rates last year and early in 1960, together 
with a strong bond market in recent months have 
been constructive forces with respect to the invest- 
ment side of the insurance companies’ operations. 
Last year the net investment income of a represen- 
tative group of 210 stock fire and casualty insurance 
companies rose 10% compared to a gain of 7% in 
the preceding year. Another increase in net invest- 
ment income on the order of 7% to 10% appears 
to be in prospect for 1960. 

Fire and casualty insurance companies tradition- 
ally pay dividends to stockholders only out of net 
investment income. The percentage of net investment 


income paid out has averaged between 50% and 
60% in the past decade. However, with the deteri- 
oration of underwriting results in 1957, the normal 
increases in dividends were postponed so that the 
pay-out rate declined from 50.1% of net investment 
income in 1956 to 47.3% in 1957. As underwriting 
experience improved in 1958 and 1959 the pay-out 
rate rose to 48.2% and 49%, respectively in those 
years. The latter percentage is still historically low. 
Assuming a continuation of the improvement in 
underwriting profits in the last half of 1960 and a 
further rise in net investment income, it is reason- 
able to believe that a number of fire and casualty 
insurance companies will increase their dividend 
rates this year. 

Despite the improvement in both underwriting 
profits and in net investment income, the market 
performance of fire and casualty insurance stocks 
generally has continued to lag. Alfred M. Best Com- 
pany’s index of 30 fire and casualty insurance 
company’s stocks stood at 37.6 as of June 30, 1960, 
down slightly from the 27.9 figure at the start of 
this year and only a little better than the 36.7 figure 
for 18 months ago at the beginning of 1959. 

Fire and Casualty stock prices—At present levels 
many fire and casualty insurance company stocks 
are selling at prices which represent ciscounts of 
140% or more from estimated liquidating values and 
which capitalize net investment income at 8% or 
more. Of course, for the companies whose under- 
writing records are most favorable and which have 
attained “blue chip” investment standing, existing 
market prices continue to represent premiums over 
estimated liquidating values and net investment in- 
come is capitalized at rates under 5%. The over-all 
market position of fire and casualty insurance stocks, 
however, appears to be on the low side, particularly 
in view of the improvement currently being achieved 
in both underwriting and investment results. 

Problems Faced 

@ Automobile lines, which account for about 40% 
of the fire and casualty insurance industrv’s total 
premium volume, have been the major source of 
problems facing the industry in recent years. The 

































Data on Leading Life Insurance Company Stocks 
Estimated Price Increase 
Dividend Price Total as In Life 
— -1960 - Recent 1959 Present as % of Times Equity % of Insurance 
Price Range! Market Adjusted Dividend Adjusted Adjusted Value at Equity In Force 
High low Price Earnings! Rate Yield Earnings Earnings 12/31/59° Value 1949-59 
PUNT sascscacceassnssiesespscsessizontinen 8912 75'2 8612 $6.04 $1.40 62% 23.2% 14.3 $82.33 105% 180% 
Commonwealth Life ......... 23% 18% 18% 1.75 .20 1.10 11.4 10.4 13.46 135 197 
Connecticut General Life ............ 384 310 364 21.35 2.40 .66 11.2 17.0 222.81 163 231 
Continental Assurance ................ 167 143 138 6.35 1.20 .87 18.9 21.7 68.79 201 405 
Franklin Life ..............04 8112 69 74 3.69 45 61 12.2 20.1 26.29 281 363 
|, Bane 22% 1758 1812 1.76 .50 2.70 28.4 10.5 16.61 111 141 
Jefferson Standard Life .............. 50% 37%2 40 3.09 .80 2.00 25.9 12.9 36.42 110 156 
SOI HE TI sis encincsecsencorsesenes 1465 1405 1190 1230 125.03 10.00 8.0 9.8 1,526.75 81 72 
Liberty National Life ........ 6712 512 59 2.46 .30 51 12.2 24.0 16.79 351 201 
ife Insurance Co. of Va. 57 47 4912 4.79 1.20 2.42 25.1 10.3 67.10 74 104 
Lincoln National Life .... 255 214 229 16.62 2.00 .87 12.0 13.0 186.84 123 182 
Monumental Life .................. 60 4912 56 5.55 1.20 2.14 21.6 10.1 60.21 93 74 
National Life & Accident ............ 125 972 105 6.83 .60 aT 8.8 15.4 70.99 148 143 
Travelers Insurance ..............:0006 8934 73 88 6.29 1.40 1.59 22.3 14.0 83.69 105 164 
United States Life ..................000 44\4 38 3734 2.30 15 -40 6.5 16.4 18.45 205 429 
Average of 15 Companies ..... 1.26% 16.5% 14.7 152% 203% 
Includes equity in increase in life insurance in force valued 2—1ncludes equity in life insurance in force at same valuations 
at $15 per thousand for ordinary, $5 per thousand for group, as in 1 
and 50% of annual premiums for industrial. 
- 
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Statistical Comparison — Fire and Casualty Insurance 
Net Investment Income 1959 
First Six Net ———_—1960-—_____ 
Months Year Operating Dividend Price Range Recent 
1960 1959 1959 Earnings Rate High Low Price Yield 
I IR osaissiscactscisivacarasenrsicesscsmuons $3.93 $3.45 $7.27 $4.69 $2.60 95 6912 90 2.37 
American Insurance ...........c:cccccceseeesseeeeeees N.A 1.01 2.03 2.14 1.30 3912 31 27% 477 
IN is dcisiscsiacdcnsacemicecsannearenenne N.A N.A. 2.79 0.11 1.80 3512 3134 32% 5 
Continental Casualty 1.12 97 2.46 4.04 1.00 78 61 66 1.52 
Continental Insurance .... 1.80 1.65 3.40 1.80 2.00 5612 4434 5312 374 
Federal Insurance .............00....sscccsscsscesssnee N.A. 0.87 1.80 2.47 1.00 5934 52 5812 1.71 
NN a Sensi omda cotaceknoncmnncaacationds 2.00 1.77 3.98 5.03 1.80 57 49 53% 3.37 
NINN ah ickosinaxssviesxexsbensxciacsbessbpasiansabnns 1.64 1.40 2.96 1.99 1.00 3812 33% 3434 2.38 
RII ix: nnhs icesnccnvccsesecansiaiaehaiceoane 2.07 1.97 4.05 3.85 1.60 45% 4012 45% 3 49 
Hanover Insurance N.A. N.A. 4.61 0.46 2.00 46'2 40 4334 4.57 
I ois asin iisiuvesssuaghiatacsaanesunoasasen N.A. N.A. 2.36 2.86 1.10 55 48 49% 2.21 
PN III ics cassccnssisncakeasecancanenaonediont 2.08 1.93 3.92 4.70 2.20 5812 4812 57 3 36 
MO eh Os cscisicesiceessncscciscersncs 1.39 1.28 2.70 3.06 1.80 6912 60 6412 279 
Marplend Gem ...00:sscorsessscrcsssseesccsscssces 1.50 1.41 2.95 2.16 1.50 39 31%2 3912 3.78 
EID 5.55 cicecasssinaceaiescunadbuneniceapands 1.86 1.57 4.19 1.78 2.00 397% 3452 37% 5 28 
BONN DRURRINOINOI Dons cits ciccensscccacncossesssscsncesascas 2.83 2.19 4.48 4.74 2.10 531% 45% 52 4.4 
Northern Insurance .. N.A. 1.32 2.68 2.75 1.50 48 3934 412 3.51 
I NI iss sssancocccrsessssecdisacssavsesie 3.36 3.16 6.61 2.28 3.00 854 75 79%2 377 
RaMeCO BRAUER. .0.06isc0csccescsesnisceccersconscass 2.38 2.20 4.48 5.09 2.20 57 45'2 5212 49 
Se eee Cini BRING vc cinicccccccssecessssccssscces 1.19 1.05 2.35 3.45 1.30 5834 51% 5712 2.26 
Springfield Fire & Marine ...........ccscceeeee N.A. N.A. 1.61 1.78 1.00 3334 2912 3234 3.95 
I ND ovis is vicascscntacnvsninccsnccciin N.A. 2.84 5.89 3.32 2.00 59% 45% 4912 4.94 
U. S. Fidelity & Guaranty .............::c.::ce00 1.25 1.07 2.69 4.71 1.00 437% 34% 4258 2 
N.A.—-Not available. 











automobile bodily injury line has been particularly 
difficult since rates have tended to lag behind in- 
creased losses arising from greater frequency and 
severity of accidents together with higher jury 
awards in personal injury cases. 

Several rounds of rate increases in the period 
1957-1960 have helped the companies to reduce their 
ratios of losses to premiums earned. There were 
automobile rate increases in 29 states during 1959, 
with adjustments in 19 more states in the early 
months of 1960. Reaping the benefits from these 
increases, however, has been a slow process since it 
takes two to three years for a rate increase to be 
approved and fully reflected in earnings. Along with 
more adequate rates for automobile coverage, the 
insurance companies have embarked upon programs 
for greater safety, better enforcement of traffic laws 
and education of the public to the fact that higher 
jury awards mean higher rates. 

@ In addition to the problem of the adequacy of 
rates, the fire and casualty insurance companies in 
recent years also have been faced with increased 
competition from the “direct writers.” During the 
postwar years of tight markets for automobile in- 
surance coverage, such companies as Allstate Insur- 
ance and State Farm Bureau have made inroads into 
the choice segments of the automobile insurance 
business. These companies, by paying substantially 
lower commissions than the agency companies and 
by careful screening of applicants, have been able 
to shave rates and thus to increase their proportion 
of the total amount of desirable automobile insur- 
ance business. This problem continues to be a serious 
one for the agency stock companies. However, by 
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gradually expanding their “economy” plans and 
“safe-driver” policies, the agency companies have 
made considerable progress toward meeting the 
competition of the direct writers. The reduction in 
commission rates is noted in the lower expense ra- 
tios of the agency companies during the last year 
or two. 

The direct writers are to the agency companies 
what the discount houses are to the department 
stores. Just as the latter are meeting the competi- 
tion from new merchandising methods by modifying 
their selling practices, so the agency fire and casu- 
alty insurance companies are attempting to solve 
their problems of competition by introducing new 
types of policies and new methods of selling and 
servicing them. While the “economy” automobile 
insurance policies carry lower commission rates, 
they also provide substantially reduced costs to the 
agents. This is achieved by reducing collection ex- 
penses and by transferring paper work, such as 
writing, renewing and servicing policies, to the 
home office where a large part of this operation is 
cone with electronic data processing equipment. 


The Individual Fire and Casualty Companies 


»> Among the outstanding fire and casualty com- 
pany performers for the first half of 1960 were 
Aetna Insurance with a 3.3% profit margin on un- 
derwriting in the first six months of this year com- 
pared with a 5.4% loss margin in the same period 
of 1959 and Great American, with a 3.0% profit 
margin versus a 3.2% loss margin last year. Insur- 
ance Company of North America enjoyed a 4.3°- 
profit margin in the first half of 1960 against a 2.1° 
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Company Stocks 
Estimc'ed Price Combined Loss & Expense Ratio 
 Liquidering as % of 
Balu Liquidating First Six Months 
12/31/59 Balue 1960 1959 1959 
$119.65 75.1% 96.7% 105.4% 101.6% 
32 «3 84.5 N.A, 101.5 99.4 
55 8 58.2 N.A. 107.2 104.2 
42.°9 153.9 97.3 97.3 95.3 
81.6 65.7 103.7 105.5 103.7 
42.16 137.8 N.A. 90.9 91.7 
69. '7 77.3 99.9 100.6 98.2 
59.:4 58.8 100.9 104.6 100.6 
81 -8 56.2 97.0 103.2 100.2 
71 41 61.3 N.A. 108.4 103.9 
4453 111.8 N.A. 100.0 97.8 
92. 3 61.7 99.7 102.1 97.7 
58.4 109.6 95.7 102.1 97.5 
46.3 85.8 97.5 101.7 101.3 
56..3 67.5 102.3 105.1 102.7 
92.49 56.3 97.1 98.9 98.5 
6? 97 61.9 N.A. 99.5 97.1 
158.38 50.2 100.7 105.7 104.5 
82 '7 63.9 97.5 103.3 99.3 
47 81 120.3 96.0 96.9 96.0 
46.56 70.3 N.A. 105.2 99.2 
81.02 61.1 N.A. 100.0 101.8 
49.33 86.4 97.3 99.2 96.2 


























loss margin in the first six months of 1959. Maryland 
Casualty, Reliance Insurance Company and United 
States Fidelity & Guaranty Company also recorded 
substantial improvement in their underwriting ex- 
perience in the first six months of 1960 compared 
with the same period a year ago. 

Reflecting the betterment in underwriting experi- 
ence this year, the prices of the stocks of several of 
the fire and casualty insurance companies have 
moved up several points during the past few weeks. 
However, in comparison with other stock groups and 
compared with their previous price-earnings ratios 
during profitable periods, the fire and casualty stocks 
still are attractively priced. 


Position of Life Companies 


®The life insurance companies also are believed 
to be turning in improved earnings records this 
year. However, these companies do not issue interim 
earnings reports, so that investors will have to wait 
until the end of the year to learn the extent of the 
improvement in their companies’ earnings. The mar- 
ket action of the life insurance company stocks as 
a group has been disappointing this year. This ap- 
parently has been due to the leveling off in indicated 
earnings for 1959. 

The new Federal Income Tax law enacted last year 
to apply to life insurance company earnings for 1958 
and 1959 had some adverse effect on comparative 
earnings results reported by many of the major 
stock life insurance companies for those years. With 
the major adjustment now over, the comparison of 
1960 earnings with 1959 results should be more 
fa\ orable. While the new tax law does increase the 
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tax take of the Federal Government from the life 
insurance industry, the law as enacted is not as 
burdensome as it was feared it would be. It main- 
tains the competitive balance between the stock life 
insurance companies and the mutual companies. The 
law also provides credits for reserve strengthening 
and postpones half of the tax on underwriting 
profits until such time as they are distributed to 
shareholders. 

@ As the life insurance companies continue to 
grow, they are expected to resume their upward 
trend of earnings. Life insurance sold to Americans 
in 1959 increased to $68.5 billion from a figure of 
$66.8 billion in 1958. Sales projected for 1960 are in 
excess of $70 billion. These figures include both the 
mutual life insurance companies and the stock life 
insurance companies. At the end of 1959 the stock 
life insurance companies had 38.4% of the total life 
insurance in force—up from 32.7% in 1950. The 
increase in life insurance in force for the stock com- 
panies from 1950 to 1959 was 177% whereas the 
increase in the same period for the mutual insurance 
companies was 115%. The market for sales of life 
insurance is expected to expand substantially in the 
next several years as the large crop of war babies 
arrives at marriageable age and starts forming 
families. 


@ Rising Rate of Return—Improvement in the life 
span of the average policyholder has been an im- 
portant contributing factor to the earnings of life 
insurance companies over the past several years. 
This is still a significant constructive force. How- 
ever, currently a factor of greater weight is the 
excess of the return on life insurance company in- 
vestments above the amounts required to maintain 
policy reserves. Ever since 1947, when the average 
gross rate of returns earned by life insurance com- 
panies on their investments touched a low of 2.88%, 
the average rate of return has been rising. Last year 
the average rate of return went up from 3.85% to 
3.95%. As more and more of the old investments 
made when yields were low mature and as new funds 
are invested at current higher yields. it is reasonable 
to expect a continuation of the industry’s healthy 
gains in interest earnings in excess of policy reserve 
requirements. 

Why Thin Markets—tThe sensitivity of life insur- 
ance company stocks to changes in investor psychol- 
ogy arises from two principal causes. In the first 
place, these stocks are a special type of growth 
equity with complex, not widely understood account- 
ing practices and seemingly high ratios of prices to 
book values and to cash dividend payments. And 
secondly, the floating supplies of life insurance 
shares tend to be relatively small, so that markets 
are thin. When the demand for life stocks increases 
there is often an undersupply of offerings, and when 
some blocks of life stocks do appear in the market 
they tend to over-saturate the market rather quickly 
—causing sharp drops in bids and declines in prices. 

@ At the present time, life insurance company 
stocks are selling lower in relation to earnings and 
to estimated total equity values (sometimes referred 
to as liquidating values) than they have sold in sev- 
eral years. Adjusted earnings and estimated total 
equity values both include allowances for the changes 
in the value of life insurance in force. Such adjust- 
ments are believed to be (Please turn to page 655) 
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BRIGHTER OUTLOOK FOR 
AIRCRAFT 
MANUFACTURERS 


By CHARLES B. MORGAN 


® Where problems of transition are now largely sur- 
mounted 
> But position varies sharply from company to company 


HERE are many ways to turn a company’s in- 

come statement from red ink to black, but few 
have the simplicity of the approach applied by 
Lockheed’s board chairman Robert E. Gross. At a 
meeting of the New York Society of Security Ana- 
lysts on August 10, Mr. Gross announced that Lock- 
heed, in one bold stroke, was writing off all expenses 
accrued or apparent at the present time, so that the 
corporation could be put on a profitable basis from 
June 26, 1960, forward. Clearly, of course, a true 
recovery cannot be effected by a mere bookkeeping 
entry, and the maneuver will avail little if there is 
not, in fact, a genuine promise of higher profits in 
the future. But such indeed does appear to be the 
case not only for Lockheed but for the aircraft 
industry as a whole. 

It was not so long ago, to be sure, that the air- 
craft group found little, if any, investor sympathy. 
Military activities were in transition, commercial 
markets emerged as far smaller than estimated, and 
earnings forecasts offered little hope for capital 
gains among the aircrafts. This gloomy picture, 
painted with a brush dipped deep in red ink and 
obscured further by the threat of a major disarma- 
ment agreement, has now been wholly transformed 
in the investor’s eye by new political and interna- 
tional pressures. Fully illuminated in the political 
spotlight of an election year, liberal Defense spend- 
ing has been espoused by both political parties, even 
at the risk of deficit spending, while the spectacular 
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Statistical Data on Leading Aircraft Companies 











1959 1960 1959 1960 1959 





— ——-- ———Full Year Indic. 


Ist 6 Months 
Net Profit Net Per Earned Per Cash 1960 Price Div. 
Net Sales Margin Share Share Earn. Per Div. Range Recent Yield 


1960 1958 1959 Share PerShare 1959-60 Price % 











C. (mil.) ‘58-$16.5; ‘59-$24.1 


——{(Millions)—— % % 1959 xs 
RCI osnacoxcosssssccsaacssasasen $148.4 $164.8 2.8% 3.1% $ 41 §$ .51 $1.01 $ .93 $1.54 $ 50 17%- 10’ 16 3.1% 

>. (mil.) ‘58—$68.0; ‘59-$91.5 

oo eee 64.1! 78.5! 3.9 4.7 3.041 4.211 4.03 4.74 5.40 1.60 79%- 28'2 73 2.1 
>. (mil.) ‘58—$20.0; ‘59-$22.8 

EING AIRPLANE .................... 681.4 817.4 5 1.1 47 1.29 4.01 1.65 4.19 1.00 46'2- 23 33 3.0 
C. (mil.) ‘58—$190.7; ‘59-$199.3 

iSNA AIRCRAFT .....000 82.6! 84.2! 7.6 7.5 1.951 1.96! 1.87 2.47 3.00 80 40%- 145% 33 2.4 





ANCE VOUGHT AIRCRAFT ... 132.5 113.4 2.3 1.3 2.60 
©. (mil.) ‘58—$39.5; ‘59-$36.1 


1.29 7.55 4.12 6.99 2.00 42'2- 255% 35 5.7 
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RUSS WURIGINT. .........ssssecececeseee 86.8" 80.2- 3.8 2.4 40> 22° 3.11 1.71 2.01 1.00 4034- 1612 18 5.5 
C. /mil.) ‘58—$127.0; ‘59—$126.5 
UGLAS AIRCRAFT .................. 477.8 5665 43.1 43.2 43.93 42.30 4.41 48.86 - 5934- 27 33 
» C. (mil.) ‘58—$187.3; ‘59-$154.2 
F. ‘RCHILD ENGINE & AIRP. ..... N.A. N.A. N.A. N.A. dog2 diz 41.96 -36 — — 10'2- 642 8 
Vv. C, (mil.) ‘58—$6.0; ‘59—-$13.2 
C -NERAL DYNAMICS ................. 804.3 979.7 1.8 1.2 1.53 1.22 4.88 3.12 5.86 2.00 66'2- 38 40 43 
VC. (mil.) ‘58—$222.2; ‘59-$265.1 
GRUMMAN AIRCRAFT ENG. ...... 131.4 154.0 1.4 2.6 84 1.88 1.13 2.34 3.58 1.50 323%4- 20'2 32 446 
W.C. (mil.) ‘58—$35.9; ‘59—$31.5 
Based on latest dividend report. d—Deficit. 1__9 months ended June 30. 
W.C.—Working capital. N.A.—Not available. 2—1st quarter. 





Avco Corp.: Now ranking as the 20th largest defense contractor, Avco 
tinues to consolidate in successful areas, but while outlook is im- 
»ved, earnings growth is expected to be slow. C3 


ech Aircraft: Well-balanced between civilian and military, company is 
joying expanding commercial sales and wider profit margins, with per 
re earnings of about $5.50 possible (before the pending 3-for-1 
lit), Bl 


“vow 


ceing Airplane: Highly dependent on a limited number of programs, 
ture is uncertain, but earnings are showings sharp rebound as costs 
jin to taper off on commercial jets. 


o7e 


9 


essna_ Aircraft: Offering the broadest line of light private planes, 
ssna has been enjoying both improving sales and margins. Only a 
najor economic decline is likely to interrupt growth trend. B2 


3s0n 


Chance Vought Aircraft: Shaken by sharp cutbacks, management has 
turned to mobile homes to shore up profits, and is expanding in elec- 
tronics, data-processing, and automation. This program is expected to 
prove successful eventually, but will take some time. C4 


Curtis-Wright: The propellers and engine parts which formerly contribut- 
ed importantly have been out-dated by advancing technology, and the 
company hos been struggling with diversification. Future earnings will 
depend on the success of new products. C3 


Douglas Aircraft: A loss was sustained in the first half, reflecting the 
high cost of the commercial jets, but as this program is slowing down, 
the drain on earnings will diminish in future months. A_ significant 
contract totalling some $600 million for the navy’s missileer aircraft, 
and continued awards for Thor production should help earnings. B4 


Fairchild Engine & Airplane: This company has many irons in the fire, 
but has been hurt by cancellations, and future profits will hinge on 
degree of success of the F-27 turbo-prop. C3 


General Dynamics: Losses on commercial jets are the biggest drag on 
earnings, as the market for these has not come up to expectations. 
More funds for the Polaris program are helping the Electric Boat 
Division. B4 


Grumman Aircraft Engineering: Business aircraft are becoming increas- 
ingly profitable, and company has an important stake in missiles. C1 





RATINGS: A—Best grade. C—Speculative. 1—-Improved earnings trend. 3—Earnings up from the lows. 
B—Good grade. D—Unattractive. 2—Sustained earnings trend. 4— Lower earnings trend. 






































collapse of the summit conference makes any early 
lessening of international tensions unlikely. On top 
of all this, more localized developments such as in 
Cuba and in the Congo serve as a constant reminder 
of Moscow’s unceasing effort to extend the grip of 
communism. 

A number of factors thus combine to indicate 
heavier expenditures for defense purposes in the 


» months ahead. At the same time, the aircraft com- 


panies are moving into a better position, and since 
many, like Lockheed, are going to be carrying lower 
expenses the profit picture assumes a more encour- 
aging hue. 


Problems Still Exist 


‘| of which is not to minimize the magnitude of 
the transition the aircraft companies have been 
goiig through. The pattern which emerged after 
World War II—development of a plane to meet 


» 
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specifications, then a long (and rewarding) produc- 
tion run—proved a highly profitable one. But this 
‘ame to an abrupt halt with the beginning of the 
“Sputnik” era three years ago, and the companies 
were obliged to make difficult adjustments to meet 
the shift from manned aircraft to military and 
space rockets. At the same time, the industry was 
involved in promoting the transition from piston 
to jet power for the commercial airlines, a singu- 
larly unprofitable undertaking to date. While this 
has been going on profits have been hurt badly, 
shrinking last year to a level roughly one-third that 
of five years earlier. And while no great changes 
have recently characterized defense spending, shifts 
within the program are continually transferring 
emphasis from one company to another, necessitat- 


ing constant surveillance of current developments. 


In the pre-convention sessions of Congress some 
of the major shifts discussed above were already 
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Statistical Data on Leading Aircraft Companies —({Continued) 



















































































Ist 6 Month — ————Full Year —— Indic. 3 
Net Profit Net Per Earned Per Cash 1960 Price Div. F 
Net Sales Margin Share Share Earn. Div. Range Recent Yield @ 
1959 1960 1959 1960 1959 1960 1958 1959 Per Share Per Share 1959-60 Price % . 
—(Millions) % % 1959 ” & 
LOCKHEED AIRCRAFT .............. $614.0 $657.0 1.4% 48.4% $ 1.27 $97.64 $2.75 $1.21 $3.03 —  3934- 18% 21 —% 
W.C. (mil.) ‘58—$106.7; ‘59-$75.5 
MARQUARDT CORP. ...............004 34.06 36.36 3.5 1.6 .656 436 -87 .96 1.90 — 46'2- 17 25 _— 
W.C, (mil.) ‘58—$3.6; ‘59-$5.6 
I IUIS. icsbsinicscccnsecéssarcnasheans 248.2 301.9 2.5 2.5 2.12 2.49 4.01 4.34 7.47 1.60 623%4- 32% 52 3.0 
W.C. (mil.) ‘58—$39.7; ‘59-$41.0 
MC DONNELL AIRCRAFT ............ 435.89 4.36.9° 2.3 2.7 2.945 3.555 3.17 2.94 4.74% 1.00 24%- 155% 23 4.3 
W.C. (mil.) ‘59-$25.8; ‘59-$27.5 
NORTH AMERICAN AV. ............. 743.8 717.4 2.9 2.3 2.70 2.03 3.34 3.78 5.35 2.00 525s- 29% 42 4.7 
W.C. (mil.) ‘58—$130.6; ‘59-$134.6 
NORTHROP AIRCRAFT ................. 195.7> 170.42 2.7 3.1 3.062 2.902 4.313 4.013 5.963 1.60 44%4- 24% 38 4.2 
W.C. (mil.) ‘58—$25.8; ‘59—-$39.8 
PPPOE PINION op ecccscscesncicasesccces 27.01 32.11 8.1 9.0 2.361 2.721 2.36 3.00 3.44 105 66 - 20% 63 1.6 
W.C. (mil.) ‘58—$6.3; ‘59-$7.6 
REPUBLIC AVIATION .................. 109.8 67.6 1.4 1.2 1.07 59 3.48 2.37 3.61 100 295%%- 17% 27 3.7 
W.C, (mil.) ‘58—$35.8; ‘59-$32.8 
ROHR AIRCRAFT ....................0000 141.72 151.37 1.6 B 1.282 43° =—-2.873 1.403 2.253 1.00 2434- 12% 15 6.6 
W.C. (mil.) ‘58—$16.5; ‘59-$24.4 
UNITED AIRCRAFT ...................... 545.5 543.2 6.0 4.2 2.36 1.46 6.41 4.26 8.92 2.00 66 - 32% 44 4.5 
W.C, (mil.) ‘58—$161.9; ‘59-$147.6 
*—Based on latest dividend report. 1__9 months ended June 30. 5—Fiscals years ended 6/30/59 and 6/30/60 
W.C.—Working capital. 2—9 months ended April 30. 6—28 weeks ended 7/17/1960, 
d—Deficit. 3—_Year ended July 31. 
4__Fiscal year 1959. 
Lookheed Aircraft: Plagued with unexpected costs on the Electra turbo- Northrop: The change from planes to missiles is being made fairly 
prop, management decided to write off all expenses on this and other smoothly, with earnings holdings up well, and further improvement is 
programs in the first half of this year, so that profitable operations expected. B3 
would be possible on future business. The financial outlook is thus 
clearer, and benefits should accrue from a number of major programs. C3 Piper Aircraft: One of the three leading producers of smaller craft for 
Marquardt Corp.: Hurt severely by cutbacks in the Bomare program, personal or business use, company is one of the least tied to defense 
hoped-for earnings gains are unlikely this year. C4 spending. Sales growth has been steady and should continue. B2 
Martin Co.: Almost fully shifted from planes to missiles and electronics, Republic Aircraft: Bordering on a turn-around after five years of declin 
and successfully emphasizing research and development instead of just ing earnings, Republic is benefiting from an expanding bocklog and 
production runs, Martin should continue improving earnings. Bl shrinking costs. C3 
Soe Se. prolapse Pan < SS ee eS Rohr Aircraft: Profits continue to be held down by commercial business, 
(including an important contract for project Mercury); but contract ter- and a reversal of the downtrend does not appear imminent. C4 3 
minations suggest lower earnings ahead. B United Aircraft: Research expenditures have been hiked sharply in at- 
North American Aviation: This company is well diversified in missiles, tempts to offset lost sales, but earnings are still in downtrend. Im- i 
guidance, atomic energy and airframes, but the B-70 bomber program provement does not seem in sight this year. Activities in rocket engine, P 
is particularly important. B4 missile and space fields adds to longer-term potentials. B4 i 
oe 4 
RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 3—Earnings up from the lows. 
B—Good grade. D—Unattractive, 2—Sustained earnings trend, 4— Lower earnings trend. 








injected into the defense program. These were out- 
lined in a first-hand report published in our July 
30, 1960 issue. Now, with Congress back in session, 
approval of additional appropriations has been given 
by the President, some big new contracts have re- 
cently been awarded, and others will be doled out 
in the near future. 


The Major Companies 


All of the major companies have had their share 
of contract cancellations, and of course each has 
suffered its own unique problems. But few have 
witnessed the rapid changes of fortune that have 
characterized North American Aviation. This com- 
pany was among the few leading aircraft manufac- 
turers not suffering losses on commercial aircraft, 
simply because they were building none, and a 
strong position was being achieved in associated 
fields, such as rocketry and electronics. Then, in 
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December of last year, the order was given to termi- 
nate the B-70 Valkyrie program upon the production 
of one prototype only. The company’s future had 
rested largely on this plane, upon which they had 
been working for over 5 years with the expecta- 
tion it would begin to replace the B-52 after 1965. 
Thus, the loss was an enormous one. The new de- 
fense outlook has, however, brought full Congres- 
sional restoration of the B-70 weapons system 
program. President Eisenhower has been slow to 
go along, but early this month he agreed to hike the 
B-70 development budget from $75 to $175 million, ‘ 
a sizable amount. 

With the B-70 keeping North American’s huye 
Los Angeles plant occupied, the contributions of 
other divisions should combine to show good gains 
in earnings next year. The A3J heavy carrier attack 
plane is still being built; the Rocketdyne division is 
furnishing about 80% of the propulsion systems | 
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for all U.S. high-thrust missiles; the Missile Divi- 
sion is producing the Hound Dog air-to-surface 
missile; the Atomics Division is studying advanced 
reactors, nuclear ramjets, and a compact auxiliary 
power system for satellites; and the Autonetics Di- 


i vision, North American’s largest, is supplying navi- 


nal equipment for atomic-powered submarines 
and :s developing a guidance system for the Minute- 
man ICBM. 

Thus, while sales will do well to hold steady this 
around the $1 billion level, and while earnings 


gati: 


yea! 
are expected to slump to around $2.90, compared 
wit!) $3.78 last year, a good chance exists for im- 
} provement in 1961. 


Tie other three major companies, Boeing, Doug- 
las, and General Dynamics (through its Convair 
Div'sion), have been burdened with high costs and 
a sraller-than-expected market for their commercial 
jets Only Boeing seems to have reversed a declining 
proi't trend, not entirely a surprise since Boeing 


» was the first to venture into the jet airliner market 


and should logically be the first to have its costs 


' under control. Specifically, Boeing’s first-half profits 
' clinibed sharply to $1.29 per share from 47¢ in the 


195° period, with the advance credited by president 
Wiliiam Allen primarily to new orders and reduced 
costs for the 707 and 720 commercial jets. Backlog 
at /une 30 was $2 billion, 1960 sales should be about 
even with 1959’s $1.6 billion. and earnings in the 
second half should be somewhat ahead of the first 
six months—suggesting full-year results approach- 
ing $3.00 a share. President Eisenhower has ap- 
proved an additional $48.5 million for jet transport 
planes, one quarter of the amount added by Con- 
gress, Which could go for a modified version of 
Boeing’s KC-135 tanker. This plus more funds for 
the Minuteman—on which Boeing is prime con- 


» tractor—will help to offset the sharp loss of new 


RoR AER? 


money for the important Bomarc program. 
A Change from Red to Black for Douglas 
Douglas Aircraft is beginning to stretch out its 


' deliveries of the DC-8 commercial jet, and this is 


having a beneficial effect on earnings. By the close 
of its fiscal year November 30, Douglas will have 
delivered 115 of its total order book of 157 DC-8’s, 
and as a result management feels the major losses 
are now in the background. The company did oper- 
ate at a deficit for the first six months, losing $2.30 
a share vs. $3.93 last year, but the 3rd and 4th 
quarter are now projected in the black and some 
new military contracts help brighten the picture. 
As of May 31, the backlog totaled about $1.3 bil- 


_ lion, over half in military items. 
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Early this month the Navy announced contracts 
awarded to Douglas for the Missileer plane that 
Were expected to total about $600 million. The Mis- 
sileer is a subsonic, high-altitude, carrier-based de- 
fense missile platform, designed to fire the Eagle 
missile, and Douglas is expected to build 120 of the 
planes at a cost of about $5 million each. Still more 
recently, the Air Force authorized Douglas to pro- 
duce 14 new Thor missiles and modify 7 others 
previously ordered. Costs will be upwards of $1 
million apiece, and all are being modified to take 
Agena B second stage rockets. The combination will 
allow scientists to place in orbit at a height of about 
30( miles a payload of as much as 1,250 pounds, 
comipared with about 200 pounds for the current 
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Thor-Able Rocket. 

All things considered, the outlook now is consider- 
ably brighter than it has been for some time, and 
with the further possibility that Douglas may con- 
tribute to the Air Force need for new jet cargo 
planes stockholders can feel genuine encouragement. 

Diversification Has Protected General Dynamics 

As a result of its wider diversification, General 
Dynamics has been in somewhat better shape than 
its competitors. Even so, other activities haven’t 
been able to offset the losses incurred on its com- 
mercial jets, placing the company very much in the 
same boat as Boeing and Douglas. Actually, much 
of the problem has been simply the smaller-than- 
expected market for the big jets and the resultant 
higher costs per plane. Cumulative charges to June 
30 for research, development, certification, and in- 
ventory write-offs on the 880-600 jet transport pro- 
grams totaled approximately $100 million, but these 
expenses now appear to be in a rapidly declining 
stage. Six month earnings suffered a decline to $1.22 
a share from the $1.53 in the 1959 period; strength 
in other fields could well make this the low point. 
For the Atlas missile Congress has approved an 
additional $136 million as recommended by the 
Defense Department, bringing total 1961 procure- 
ment appropriations for this program to $1,137,- 
000,000, a good share of which will accrue to General 
Dynamics as prime contractor. And the Polaris 
program continues to be accelerated as the missile 
proves both reliable and accurate, benefiting the 
Electric Boat Division. 


The Missile Specialists 


The Martin Co. has almost completed the transi- 
tion from airframes to rockets and electronics, and 
soon will be producing no planes whatsoever. The 
switch has been made smoothly and profits are 
showing improvement. The present major program 
is the second-generation Titan ICBM, actually one 
of the biggest single items in the current defense 
budget. This continues to gather momentum, and 
Titan production at the Denver facility should con- 
tribute to another good earnings gain. Earnings 
around $5 a share look likely this year, compared 
with $4.34 for 1959 and $4.01 the year before. In 
addition to the Titan, Martin is working on a good 
number of other missile projects—Pershing, Mis- 
silemaster, Lacrosse, Bullpup, Mace and others for 
the Army, Navy and Air Force. While the more 
distant future remains clouded by the lack of any 
major program to follow the Titan, the company is 
certainly headed in the right direction with one of 
the strongest footholds in the new technologies. 


Lockheed has been also making the big switch to 
missiles, but its path has been shaken by the ill- 
fated Electra program. It was an attempt to put 
this and other losses behind them that prompted 
the sharp write-offs mentioned earlier, with a con- 
sequent net loss for the first six months of $55,400,- 
000. It remains to be seen how accurate estimates 
for modifying the existing planes may be, but the 
total written off does indeed put the company in a 
position to reflect promptly its many important 
defense projects. Thus, the second half is now ex- 
pected to show good profits; cash position will be 
improved by tax refunds which should amount to 
about $30 million; the (Please turn to page 654) 
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Inside The Average 


At this time the Dow industrial 
average is down about 9% since 
the end of 1959. What about the 
stocks in it? Eight are up and 22 
are down or virtually unchanged. 
The biggest gainers are Procter 
& Gamble with 36% and General 
Foods, up 19%. Gains ranging 
from roughly 7% to 12% are 
shown by American Tobacco, 
American Telephone, Eastman, 
Johns-Manville, Sears. Roebuck 
and United Aircraft. The biggest 
declines are Chrysler 38%, Alu- 
minum Comnany of America 
31%, International Paper 28%, 
duPont 27%, Anaconda 20%, 
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General Motors 20% Union Car- 
bide 20% , Bethelehem Steel 19%, 
General Electric 18%, Goodyear 
18%, U. S. Steel 17%. 


Others 


Among Big-Name stocks not in 
the average, three winners are 
teynolds Tobacco un 33%, Min- 
nesota Mining & Mfg. 28% and 
International Business Machines 
22% ; while three of the bigger 
losers are Ford Motor down 30%, 
Pittsburgh Plate Glass 22% ° and 
Caterpillar Tractor off 21%. 


Possibilities 


In this market there are re- 
peated instances of which it could 











Bath Iron Works 
General American Transp. 
Great Northern Paper 
Lowenstein (M.) & Sons 
McGraw-Hill Publishing 


Moore-McCormack Lines 
American Distilling 


Heller (Walter E.) & Co. 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 





Symington Wayne Corp. o..........cccccccccceeeeeeeee 


Commercial Solvents Corp. ..............ccccccceeeeeeee 


1960 1959 
6 mos, June 30 $2.96 $2.76 
Quar. June 30 .93 .82 


24 weeks June 19 1.18 .63 
Quar. June 30 .65 .37 
6 mos. June 30 1.20 1.05 
6 mos, June 30 -68 -56 
Quar, June 30 .30 17 
9 mos. June 30 3.70 3.01 
Quar. June 30 53 25 
Quar. June 30 -86 . a 
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be said that seldom has specula- 
tion made so much out of so little. 
-ast and present earnings are im- 
material. The “play” is on un-} 
predictable possibilities. A  czse 
in point is Lionel Corp., maker of | 
toy trains, fishing tackle, sports 
goods and some simple electronic 
items, Under unproven new man-} 
agement, which seeks more elec-| 
tronic business, there probably} 
will be some profit this year after 
a 1959 loss of $1.74 a share. Re- 
cently at a high of 34, the stock 
was up 183% from its earlier 
1960 low. It is already reacting. 
By the time this comment reaches 
you it might be up again or it 
might be down more, If we had! 
to guess, we would guess down, 
since excess has been obvious. 
Another example is Bulova 
Watch, now near 22 and up 55% 
from earlier 1960 low. The ex- 
citement here centers in the com- 
pany’s new electronic watch. Noi 
yet introduced, it might or might 
not add significantly to present 
unimpressive earnings in 1961 
and beyond. Net this year prob- 
ably will not differ greatly from 
1959’s $1.87 a share. Peak profit 


was $2.00 a share back in 1950.7 
Dividends, once up to $1.40, are® 
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now at a $0.60 rate. This situa- 
> tion is too speculatively “iffy” to 
) justify any responsible recom- 
> mencation. With the trend favor- 
ing lower-priced watches, can 
© there be any big market for an 
> electonic watch? 


ey 


Mov: 2s 
M tion picture stocks are bet- 
> ter egarded than in many years. 
Lea ing companies are profiting 
' from concentration on more “big” 
© pictures. Television is a major 
» revenue source on pre-1948 pic- 
/ tures, There are coming fat TV 
returns on release of post-1948 
© pict res, on which a start by 
} som: companies is near. Cash 
\ fron old films and property sales 
F pro\ ides means to buy in shares, 
© thu: bolstering values, or it can 
' be used to finance new ventures. 
* We commented here a fortnight 
© ago on the favorable outlook for 
MGM. Another interesting specu- 
\ lation is Decca Records, which 
‘controls Universal Pictures. The 
, latter now has several “hit” films 
| showing. Consolidated first-half 
net soared to $2.29 a share from 
$0.12. a year ago. It could exceed 
$4.50 for the year, against 1959’s 
$1.31, setting a new peak. Re- 
cently raised from $1.00, the divi- 
\ dend is $1.20. It might be raised 
again before long. Now at 33, the 
stock appears to have further 
| potentials, even though it has 
: _ doubled from this year’s 
» low. 














P*per Aircraft, Quaker Oats, 
Reynolds Tobacco, Shattuck and 
United Artists. 


Soft 


Among weaker-than-average is- 
sues at this time are Acme Steel, 
Allied Laboratories, Alpha Port- 
land Cement, Bayuk Cigar, Cham- 
pion Paper, Montgomery Ward 
(watch dividend action), Penn 
Fruit, Pacific Finance, St. Regis 
Paper, Savage Arms, Spencer 
Chemical and U. S, Plywood. 


if 


If, at the end of last year, you 
had bought typical high-grade 
income stocks, you would now 
have roughly a 12% profit. You 
would have around a 17% loss in 
any broad selection of low-priced 
“cats and dogs,” a 14% loss in 
capital-goods issues, a 7% loss in 
consumer-goods stocks. Of course, 
these are very broad generaliza- 
tions. But they point up the fact 
that investment conservatism has 
paid off this year, We are sure 
that it will continue to do so. We 
still favor Treasury obligations, 
selected income stocks and, here 
and there, some special situations 
in lines which figure not to be 
greatly affected by business re- 
cession. The latter are mostly in 
the soft-goods or service fields 
close to the consumers’ dollars. 
Aside from some issues favored 
by prospective increased defense 
spending, few capital-goods or 








Strong Stocks consumer-durable-goods stocks 
) Stocks in technically-indicated Ave appeal for new buying at 
| uptrends at this writing include oo Sone 
| American Potash & Chemical,  Cyoss-currents 
American Tobacco, California 
Packing, Commercial Credit, With a rally in progress as this 
Crowell-Collier, General Cigar, is written, more of the stock 
Granite City Steel, General Fin- groups are participating than in 
ance, Hercules Powder, Interna- some time, including some previ- 
' tional Silver, Macy, McDonnell ous laggards now in a technical 
é Aircraft, Newport News Ship- rebound, At the moment, groups 
| building, Metro-Goldwyn-Mayer, faring better than the general 
DECREASES SHOWN IN RECENT EARNINGS REPORTS 
1960 1959 
II CNN oo scesn ican ccssenasesScacransunnatecons Quar. June 30 $ .34 $1.08 
I ce a Quar. June 30 .83 1.03 
OREOE TNNOOE MOINS .nssecscanss cosencerssannsesnscsesece 6 mos. June 30 1.85 3.63 
ON erage rete eee Quar. June 30 Pe i] 90 
MSOON GOTUIIIE, scien sscccccscsiccccsscccsosscoces Quar. June 30 .38 65 
RPM TY I ic ovcsscenstextssvsceresvranicivesnssease Quar. June 30 77 1.14 
ce | RR EERE AERC ae me eens oe Quar, June 30 Bis 1.04 
NIN hss cases conssiasuatsenceCoisonsnasseciiconcs’ 6 mos. June 30 70 1.15 
is PO IN asin cccssessonanoicciensisniaesnaienss Quar. June 30 14 28 
s Gladding, McBean & Co. ...........cccccsccsssesssseees Quar. June 30 .37 47 
3 = 
7 SI iattnnenereeeneceneeenacintnane nme aieiniameeseee 
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list are principally airlines, coal, 
coppers, finance companies, farm 
machinery, machine tools, mo- 
tion pictures, office equipment, 
publishing and printing, ship- 
building, steels, and tires. Those 
off a bit or rallying less than the 
market include aluminum, auto- 
mobiles, building materials, elec- 
trical equipment and appliances, 
gold mining, meat packing, metal 
fabricators, paper, sugar and 
variety stores. 


Beverages 


Among Big-Board stocks you 
can find representation in virtual- 
ly any portable liquid from water 
(the unimpressive American Wa- 
ter Works) through soft drinks 
to beer, wines and hard liquor. 
Measured from the end of 1959, 
the soft drinks and beer groups 
are up around 18% each, the 
liquor group off some 25%. The 
latter could rally, but we are not 
inclined to argue with the market 
consensus on it right now, In soft 
drinks Coca-Cola and Pepsi-Cola 
are sound holdings, not too allur- 
ing for new buying at present 
prices. In beer, per-capita con- 
sumption began to reverse a long 
downtrend last year, reflecting 
population growth notably in the 
19-24 age group. The big brewers 
are expanding, getting bigger 
shares of the market and pros- 
pering. A stock worth consider- 
ing is Falstaff Brewing, listed on 
the Big Board. It has breweries 
in St. Louis, Omaha, New Or- 
leans, Galveston, E] Paso, Fort 
Wayne and San Jose and is mov- 
ing for added California facilities. 
Up steadily for some years, sales 
reached a record $154.1 million 
last year. With more shares out- 
standing, earnings remain under 
the old peak of $2.74 a share in 
1949, but rose last year to $2.63, 
from 1958’s $2.01, should ap. 
proximate a record $3.00 this 
year and probably will rise furth- 
er in nearby years. The $1.20 
dividend looks low and could in 
time be increased. Around 30, 
yielding 4%, the stock has furth- 
er possibilities. 


Insider Selling 


The latest official report shows 
that there has been some sub- 
stantial selling by “insiders” in 
the following stocks: Conde Nast 
Publications, Allen Industries, 
Bridgeport Brass, General Elec- 
tric and Thatcher Glass Mfg. END 
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Trend | 
Forecaster | 


INTERESTING TO 
NOTE — Sharp di- 
vergence between 
industrial output 
and underlying busi- 
ness trends in early 
1960, denoting heavy 
accumulation of in- 
ventories. 
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Industrial Production 
(FRB INDEX 1947-1949-100) aa 1150 


THE TREND 


[m= — THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY ——7" 
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* Latest figures are preliminary. 


W ith the many revolutionary changes in our economy, 
it was evident that various indicators previeusly used should 
be dropped and new ones substituted, in order te more accu- 
ratelv forecast developing business trends. 
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(t)—Seasonally adjusted ex tock and commodity prices. 
(a)—Computed from F. W. data. 
(b)—Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (develw 5ed 
over a period of several years), which employs those indica ors 
(see Components of Trend Forecaster) that we have foun: to 
most accurately project the business outlook. 


As can be seen from the chart, industrial activity in itvelf 
is not a true gauge of the business outlook — the right ans wer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. Wher it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 
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The depth or height of the developing trend is clearly pre : 
sented in our Relative Strength Measurement line, which re- ig 


flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 


We believe that subscribers will find our Business Trend 3 


Forecaster of increasing usefulness both from the investment 
and business stand points. 


Current Indications of the Forecaster 


In recent weeks, irregularity has continued to 
feature the leading indicators which make up the 
Trend Forecaster. Liabilities of business failures 
(inverted) impr oved sharply after the spectacular 
drop of the previous month which apparently had 
been due to random influences. Stock prices were 
trying to do better in August but figures for the 
entire month are not yet available. The latest avail- 
able data for new orders pe industrial commodity 
prices show no reversal from the downdrift of recent 
months. Hours worked have remained in a narrow 
range near recent lows and nonresidential contract 
awards have been hesitant. New incorporations 
jumped in June but incomplete July figures hint at 
a drop in the latest month. All these diverse chanyres 
add up to a confused trend which pretty well mirrors 
the situation of business at the moment. 

The Relative Strength Measure, on the basis of 
preliminary data, improved slightly in July but siill 
remained in the negative zone, thus pointing to fur-/ 
ther business irregularity at least through the Fall. | 
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SONCLUSIONS IN BRIEF 








" ROL JCTION — Signs of a sharp recovery from current 
low cutput levels remain scarce, but new model cars, 
gc! nces, TV sets, will soon be coming off assembly 
_|9 | fines in volume. Recovery in production will come on 
= ule this Fall but will be somewhat under seasonal 
4 


expe: fations. 


110 
| TRAC = — Consumer caution reflected in lower demand 
‘for cutos, furniture and appliances. Even nondurable 
» | 7sales have declined slightly as the public tries to reduce 
‘debt, add to savings. Consumer spending expected to 
impr. ve somewhat, after Labor Day but no sharp gains 
sight. 


are i 
| Bice Y & CREDIT — Federal Reserve’s energetic moves 
to lo-sen credit by reducing reserve requirements and 
“cutting discount rate have invigorated the bond market 
sand nay soon result in lower interest charges for busi- 
“ness ‘oans. As long as business fails to snap out of the 
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slo eq doldrums, further credit easing moves are in the cards. 
Ci P 
8 a COMMODITIES — Although not as yet reflected in compre- 
hensive indexes, quiet cuts in finished goods prices have 
itself been noticed and will continue to spread, with slow de- 
uns wer mand and high inventories putting pressure on dealers. 
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HE big news on the economic front in recent 

weeks has been the aggressive action by the 
monetary authorities to stimulate business by easing 
credit. Confronted by a continuing lull in the econ- 
omy, which if ignored could degenerate into reces- 
sion, the Federal Reserve acted with the thought 
that lower interest rates would stimulate borrowing 
by businessmen and thus raise the level of activity. 

Although the Board has been quietly loosening the 
credit reins since early this year, the most recent 
moves have been more determined and hard-hitting. 
In a series of rapid-fire actions, the Fed recently in- 
creased the borrowing power of stock buyers, re- 
duced reserve requirements for member banks and 
cut the discount rate to 3%, the lowest lending rate 
of any major Central Bank in the world. 

These moves will make for an increase in avail- 
able credit, which will come mainly from the cut in 
reserve requirements, estimated to add some $3.6 
billion to the banks’ lending power. Whether this 
additional credit is used for loans or investment, the 


money supply will rise and this usually has a stimu- 
lating effect on business. ‘ 
Furthermore, the credit expansion will exert 


strong downward pressure on the rates that banks 
charge for business loans. These rates are still at 
the postwar highs reached late last year and it is 
hoped that any reduction will encourage borrowing. 

The rationale of the Federal Reserve’s efforts to 
energize the economy by loosening credit is evident 
from a glance at the current state of business. There 

(Please turn to the following buge) 


















































































Latest Previous Year 
THE MONTHLY TREND | Unit Month Month Month Ago 
INDUSTRIAL PRODUCTION* (FRB) ........ 1947-'9-100 | July 166 166 163 
Durable Goods Mfr. .......ccccsccsssessesseeees | 1947-'9-100 | July 171 171 171 
Nondurable Goods Mfr. ......::::sse | 1947-'9-100 | July 163 162 159 
Oo SENS Re Rea eee aetna | 1947-'9-100 | July 128 126 123 
INU MII cndccseacecsasonsvsssacssascnescesanniee $ Billions July 18.3 18.6 18.3 
Durable Goods ......cscssssssssssssssssssseeses | $ Billions | July 5.8 6.0 6.2 
Nondurable Goods ............:csccseseeeees | $ Billions July 12.5 12.6 12.1 
NU NI CIN sccssiniasnssccceicissnccciness | 1947-'9-100 | July 150 145 147 
MANUFACTURERS’ | 
New Orders—Total* $ Billions June 30.1 30.5 31.4 
Durable Goods ................... $ Billions June 14.2 14.7 16.1 
Nondurable Goods $ Billions June 15.9 15.8 15.3 
I cha caiteassicsactcnsaiartvsinsnieasnsinecnin | $ Billions June 30.8 31.0 31.2 
I MEDD sci tncicssciccncerseonacdicenaae | $ Billions June 14.9 15.1 15.8 
Nondurable Goods ..............::00000 | $ Billions June 15.9 15.9 15.5 
BUSINESS INVENTORIES, END. MO.* ... 's Billions June 93.4 93.2 89.3 
PRINIIE os vsccinsicessiccsscssssceavasennens | $ Billions June 55.2 55.0 52.4 
Wholesalers’ ...... '$ Billions June 13.0 13.1 12.4 
SS Eee '$ Billions | June 25.3 25.2 24.8 
Dept. Store SHOCKS sacscccsssssssscsssecccsseee | 1947-'9-100 | June 164 161 155 
CONSTRUCTION TOTAL—t ................000 '$ Billions July $3.5 55.6 57.8 
UNI cesintarsiaxiadaassiasantcenmnannneineteavias | $ Billions July 40.1 39.8 41.3 
Residential .........ssssseesee .|$ Billions | July 23.1 23.0 25.4 
All Other o...ccccscsssseee .|$ Billions | July 17.0 16.8 15.9 
PONINIIN UO EE scciicssscccsccnasnssrscees | Thousands June 1334 1336 1577 
Contract Awards, Residential—b ....... |$ Millions June 1483 1453 1762 
Ee ID aiscsssickancoecscsscsscecsiansriosic | $ Millions June 1989 1884 1897 
EMPLOYMENT | 
IU AE MOIMIINID as ssiicsscinesconsckacstsassnvassinscns | Millions July 68.7 68.7 67.6 
Non-farm* .. | Millions July 53.4 53.4 52.6 
Government* | Millions July 8.4 8.4 8.1 
IN soacsassccians . | Millions July 17 11.7 11.5 
Factory* | Millions July 12.3 12.4 12.6 
TRONS WMC aisccsssscccsesissessesnesnsse | Hours July 39.8 40.0 40.2 
| ee | Dollars July 2.29 2.29 2.23 
Weekly Earnings ......cccc.sssesssssees | Dollars July 91.14 91.60 89.65 
PERSONAL INCOME* . ] $ Billions June 406 405 387 
Wages & Salaries ....... | $ Billions June 274 274 262 
Proprietors’ Incomes ............ccccccecceeceee $ Billions June 61 61 59 
Interest & Dividends .............ccccccccceeee | $ Billions June 40 40 37 
Transfer Payments .........cccccccccceseseseeces | $ Billions June 28 28 27 
SAMA NINN os 5ecaiccsnscuccesearcasseccscssascncs '$ Billions June 17 16 16 
CONSUMER PRICES | 1947-'9-100 | June 126.5 126.3 124.5 
Ms cascecsceeslieccsaciansaies 1947-’9-100 | June 120.3 119.7 118.9 
Clothing | 1947-'9-100 | June 108.9 108.9 107.3 
Housing | 1947-'9-100 | June 131.3 131.2 118.9 
MONEY & CREDIT | 
All Demand Deposits*® ....0.......cccsccesees | $ Billions July 110.3 110.1 112.9 
MN Nias cssscsiscsacossssxecacess $ Billions July 92.8 99.1 98.7 
Business Loans Outstanding—c $ Billions July 32.0 32.6 29.5 
Instalment Credit Extended’ ..... | $ Billions June 4.2 4.2 4.0 
Instalment Credit Repaid* ................. $ Billions June 3.9 3.9 3.5 
FEDERAL GOVERNMENT 
OT INI csciseccsccscicssssicsascxcacssages $ Billions June 11.1 6.6 10.2 
Budget Expenditures .............cccc0ce $ Billions June 6.9 6.1 8.6 
Defense Expenditures ...............::0c000 $ Billions June 4.0 3.8 4.5 
Surplus (Def) cum from 7/1 .............. $ Billions June 1.1 (3.1). (12.4) 
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PRESENT POSITION AND OUTLOOK 


has been no reversal as yet in the 
listless drift of most leading in-/ 
dicators. @ Even retail sales, on} 








which so many hopes had _ been|} 
pinned, have declined, falling to\% 
the |i 
$18.9 billion peak reached in Ap ‘il. 9 


$18.3 billion in July from 


@ Unemployment remains at aj 


high 5.4% of the labor force and] 


hours worked have failed to ‘n-/ 
prove. @ Although industrial o it-/ 


put in July was reported as in-§ 
changed by the Federal Rese vel 


Board, this was only achieved by 


liberal allowances for seasonal n-|7 
fluences, as the unadjusted inc ex] 


was 5.5% under the June figure. 
And of a number of indicators tliat 


usually lead business in geneial, 9 
were lower in the lat st® 
month and only 10% showed in-7 

: 


90% 


provement. 


In this cheerless atmosphere, it , 


is not surprising that the monet: ry 
authorities are trying to stimul.:te 
the economy, in spite of the dans er 
of further gold losses, as foreign) 


holders of U.S. short-term invest-7 
ments eye the higher yields avail-)7 


able in other countries. Will these 
risks of easy money justify ‘he 
results? Only time will tell. 
Meanwhile, for the business ania- — 
lyst, the question still remains as| 
to how much benefit business will] 
derive from increased credit. In 
the face of excess capacity and 
falling profit margins, businessmen 
may be rather hesitant about in- 
creasing their outlays, merely be- 
cause of decreased borrowing costs. 
On the other hand, the benefits that 
the housing market should derive} 
from lower mortgage rates and the? 
constructive implications of  in-7 
creased government outlays and 
orders, (the latter partly of a tem-” 
porary nature) should soon begin} 
to be felt and this could result in 
at least holding the economy in’ 
uneasy equilibrium for some time 
to come, until its longer-term trend | 
is clarified. 
k * * 3 
BUSINESS INVENTORIES were still! 
climbing in June, to reach a new! 
record of $93.4 billion. The gain 
from the previous month came to7 
$200 million with most of the in- 
crease concentrated in the manu- 













facturing sector. é 

The steady rise in stockpiles in} 
recent months in the face of state-/ 
ments by businessmen that they 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 




































































PRESENT POSITION AND OUTLOOK 



























































H—New High for 1960. 


R—Revised. 


1 the ] In Billions of Dollars—Seasonally Adjusted, at Annual Rates are trying to reduce these holdings, 
> in-} — = ae has raised the question as to 
. ' 1960———_ og , - 3 4 ° : 
, on , : 
a ! _— Peo Pace Pt aoaet © hether inventories are becoming 
een " ' 1V il dangerously top-heavy. 
ig tol Analysts have generally been i 
the [il] GROS: NATIONAL PRODUCT ............... 505.0 501.3 486.4 79 | oh nd by eae ally bee . 
pil I] Personal Consumption ....necsemeeenen 328.5 323.3 319.6 313.6 e habit of using the ratio of in- 
PVF priv ste Domestic Invest. socssscsesesenseee 75.5 79.3 70.8 78.9 ventories to sales as their guide to 
“ ia oe ee ne aa aa ae 77 | the adequacy of stockpiles. Unfor- 
, OY 3 - s i . 
> an 4 Gor ernment Purchases .........cceeessereeees pad tunately however, this gauge has 
> im SS eee 51.6 51.8 52.5 ‘ 
oat S ate & Local 46.8 45.7 43.9 44.0 been of dubious value in the past 
- and its forecasts have ofte 
5 | N+) PERSC NAL INCOME 404.2 396.2 389.0 sas | © id - 7 galley often been 
se) ve lif Tor & Nontax Payments ...ccscncsnuee 49.9 49.2 46.5 46.2 ar wide of the mark. A much bet- 
Xd by Dis onsable Income «....erne 354.3 347.0 342.4 338.3 | ter guide to inventory fluctuations 
; ’ 4] Cor .umption Expenditures . 328.5 323.3 319.6 313.6 h: just | ' . . . 
AL mB personel Saving assesssssssscsssesnsssseen 25.8 23.7 22.8 24.8 as just been developed by the 
inc ex | N ational Industrial Conference 
gure 4 CORP /RATE PRE-TAX PROFITS .................. | = = — Board, based on analysis of mani- 
oe MDT OMNI CNININ: cnsesesssnisisassecenssnekiacesacsces / 5 . ie : . . 
5 that Il Conorate Net Profit | 25.0 227 262 fold factors that might influence 
1e) al, fy] Div dend Payments .... | 13.9 13.9 13.8 132 | the trend of stockpiling. They have 
lat ost RatcitiO GEWINE sassccasscsicssscessssessesesocces 1.1 8.9 12.9 found that the level of orders and 
1 im-]] PLAN” & EQUIPMENT OUTLAYS ............... | 37.0 35.2 33.6 32.5 | backlogs, as well as sales, are im- 
— portant considerations reflecting in- 
re. itl THE WEEKLY TREND ventory policy. Based on these fac- 
ete rv — tors, the current level of stockpiles 
ulate ls Week | latest Previous Year| appears to about in line with busi- 
“on Ending Week Week Ago Se ciel . 
anger —— ness activity. This does not mean, 
reign! 4 MWS Business Activity Index*....| 1935-'9-100 Aug. 6 | 307.4 306.9 280.4 however, that inventories today 
~ >" Gl MWS Index—Per capita*........... 1935-’9-100 Aug. 6 222.0 222.0 2057 sy : , belie aoe 
1VESt- I Stee! Production % CAP, serene. % of Capality | Aug. 13 | 546 539 118 | are just right. If manufacturers 
AVAi)- 1% Auto and Truck Production ........ Thousands Aug. 13 94 118 84 sales drop to the level of current 
these! J Poperboard Production ............. Thousand Tons | Aug. 6 | 320 324 337 new orders —a probable develop- 
Paperboard New Orders ............ Thousand Tons Aug. 6 341 313 367 ment — then the present height of 
y the Electric Power Output* ve: | 1947-'49-100 Aug. 6 268.8 2723 253.6 backultes will a to | tor 
; Freight Carloadings ...........:+:::++ Thousand Cars Aug. 6 594 614 532 SULOCKPLes Wl . prove to 2€ urden- 
3 Al1a- |] Engincerings Constr. Awards ..... $ Millions Aug. 11 436 562 412 some and businessmen will be mak- 
NS aS | q Department Store Sales ............. 1947-'9-100 Aug. 6 | 128 122 131 ing strenuous efforts to reduce 
s will Demand Deposits—c $ Billions Aug. 3 59.3 60.0 61.2 them 
‘t. In| Business Failures—s Number Aug. 3 269 293 274 : 
r and| *Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
ssn en| disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
centers. (na)—Not available. (r)—Revised. (s)—Data from Dun _ Bradstreet. (t)—Seasonally adjusted, annual rate. Other Sources: Federal 
ut in- Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
ly be- 
costs THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
s that i — sissies seeessedrenceeseussadaognsnshitteneedaceasseneienesenpetes-nenns ie - 
1 “ re fig No. of 1960 1960 1960 (Nov. 14, 1936 Cl.—%00) High Low Aug.5 Aug. 12 
LEVIVE WD issves (1925 Cl.—100) High Low Aug.5 Aug. 12 | High Priced Stocks 299.9 271.9 278.3 283.7 
id the composite Average 482.5 429.5 437.1 445.6 | Low Priced Stocks 653.8 556.9 565.2 5748 
f : nd 4 Agricultural Implements ....... 424.3 346.4 407.0 407.0 Be Rr MI cssccccistscssesecansess 1064.2 810.8 1003.4 1003.4 
5 an 3 Air Cond, (’53 Cl.—100) ...... 130.1 110.9 118.6 117.3 4 Investment Trusts 170.6 145.0 145.0 150.1 
1 tem- | 9 Aircraft ('27 Cl.—100) ......... 1116.1 861.0 1082.9 1060.9 3 Liquor ('27 Cl.—100) ............ 1534.5 1128.3 1143.3 1173.4 
begin @ 7 Airlines ('27 Cl.—100) ......... 1044.6 769.7 802.7 846.7 7 Machinery ....... 423.9 429.1 444.8 
ult intg 4 Aluminum (’53 Cl.—100) ..... 521.3 385.8 391.0 401.4 3 Mail Order ......... 386.9 396.0 409.7 
| = Be IID aisasscasssasesersstsssens 275.3 209.3 268.5 275.3H 4 Meat Packing J 223.9 223.9 226.7 
NY IG 5 Automobile Accessories ........ 531.1 438.9 438.9 449.8 4 Mtl. Fabr. ('53 Cl.—100) ...... 208.6 152.5 152.5 154.5 
> time I APIOMINIIIR sascescensessacsssesensenss 157.0 101.6 103.1 103.1 9 Metals, Miscellaneous ........... 399.1 320.8 335.7 350.6 
trend @ 3 Baking ('26 Cl—100) ........... 39.1 34.9 36.4 37.2 | OO ree 1237.1 918.3 956.6 969.3 
4 Business Machines ......... coos, OD 1172.3 1290.9 1330.4 ELIT 736.9 609.0 631.6 661.7 
6 Chemicals .......:.-.0e+0 . 809.6 689.4 729.5 761.5 16 Public Utilities ..........:cce00e-: 383.1 341.6 376.2 379.6 
OG PRRITND cscsscstossscssesesensssens 36.0 28.6 29.3 29.7 6 Railroad Equipment .............. 85.8 87.8 88.8 
» still 4 Communications .. 229.9 209.1 211.4 211.4 BA IIR cis sccescsncconssonssssosicvanen . 55.9 55.9 57.3 
— sy BE 2 CONSHUCHON cesssccscccssssseeseenee 169.2 153.7 155.4 157.2 3 Soft Drinks 850.1 690.3 813.8 835.6 
: 5 Container .......... 1064.7. 887.2 887.2 897.7 | 11 Steel & Iron .... 4649 362.6 371.9 381.2 
> FaAlN | 5 Copper Mining .... a ae 298.4 318.1 334.5 BIE avivccccncencsnsissnssencsuesosaieicn 100.9 63.0 71.3 68.5 
Me tO 9 2 Deiry Products ........ss:cssesssee-0 185.4 146.8 180.8 183.9 aii cntiasieiaie 655.9 563.1 581.7 587.9 
he in- |g 5 Department Stores .......... 156.7 135.2 151.0 153.9 | 11 TV & Electron. ('27—100) .... 119.4 96.6 108.5 106.3 
5 Drugs-Eth. (‘53 Cl.—100) ..... 474.7 386.8 426.3 435.1 | SR 185.5 185.5 192.1 
MaluU- | 5 Ele-+. Eqp. (53 Cl.—100) ..... 384.7 329.2 344.0 344.0 3 Tires & Rubber .. 191.3 193.9 201.6 
3 Finance Companies ............... 742.5 648.8 729.1 742.5H S TORO ..cscesr00000 182.5 205.0 208.8H 
iles in} TOO MRIEND ass ssnsisnsscccsnssssssese 481.4 419.3 468.4 472.9 3 Variety Stores : 352.9 363.9R 363.9 
state-f a 270.8 245.0 245.0 247.6 | 14 Unclassif’d ('49 Cl—100).... 295.1 250.3 258.2 263.5 
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Trend of Commodities 
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SPOT MARKETS—Sensitive commodities were mixed in the two 
weeks ending August 12, although the BLS daily index of 22 
leading commodities rose 0.6%. The raw materials component 
of the index added 1.3%, with the help of a sharp gain in 
rosin quotations and higher prices for burlap, steel scrap, 
tallow and wool tops. At the same time, cotton, rubber and 
tin were lower. 

Among the broad range of commodities that make up the 
business output, little change has taken place in recent weeks 
according to the BLS comprehensive weekly price index. 
However, quiet price concessions have occurred among mak- 
ers of certain finished goods in heavy supply, a fact not 
reflected in official quotations and further reductions are in 
the offing if consumer demand continues to lag. 







FUTURES MARKETS—Futures prices drifted lower in the tw 
weeks ending August 12 and the Dow-Jones Commodity 7 
Futures Index lost 0.52 points to close at 143.56, lowest ieve 
since 1949. Corn, oats, soybeans, lard, wool, world sv gar, 
cocoa, rubber, copper, zinc and lead all declined alth ugh) ) — 
losses were small in most cases. Only wheat and coffee vere 
higher while cotton and hides were mixed. | 
Wheat futures showed some life in the period unde: re. 
view and the December option gained 2 cents to close aj i the 
192. The harvesting movement has declined sharply frori its Us 
late-July peak and this removed pressure on prices. The) (de 
wheat crop will be a large one this year but the loan pro», 
gram will be an important sustaining influence that st} ould thi 
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WHOLESALE COMMODITY PRICES |: 










































































































































MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 











1960 1959 1953 1951 





High of Year .... 160.0 161.4 162.2 215.4 85.7 
Low of Year .... 155.2 152.1 147.9 176.4 74.3 
| Close of Year .... 158.3 152.1 180.8 83.5 





DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 













1960 
148.7 
143.6 


1959 
152.7 
144.2 
147.8 


1953 
166.8 
153.8 
166.5 


High of Year .... 
Low of Year ....... 
Close of Year .... 


215.4 
174.8 


84.6 
55.5 
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130 130 +i) 
120 120 CET eee eee tert ‘ 
| 110 Non Farm Products 
| 110 1947-49 = 100 : 
100 All Commodities 100 ERRREEE {| | 
1947-49 = 100 
90 90 ? 7 
80 50 80 : | Farm Products [ i 
70 JIJIA 1947-49 = 100 1 
7OTTTTTTOT ITT TIN TOT | 
60 60 LASONDJ FMAMJJ A SONDJ FMAMJJASON| 
1954 1955 1956 1957 1958 1959 1960 1958 1959 1960 
aa Aft 
= 
BLS PRICE INDEXES si i tl i BLS INDEX 22 BASIC COMMODITIES | 
1947-1949—-100 Date Date Ago Ago 1941 931] 
All Commodities ........s::-0++ Aug. 9 119.4 119.4 119.1 60.2 91 (1947-1949—100) oq] I] 
Farm Products: ......0..sc00 Aug. 9 87.1 88.0 87.1 51.0 
Non-Farm Products. ...... Aug. 9 128.3 128.3 128.4 67.0 | 89 89 lk 
22 Sensitive Commodities ..| Aug. 12 85.7 85.2 86.6 53.0 a 
I cntrenmininnn Aug. 12 77.9 78.3 78.7 46.5 | 87 187 | 
13 Raw Ind’l. Materials..| Aug. 12 91.4 90.2 92.3 58.3 | 7. 
MMMM Cocicecceseireesscostecs Aug. 12 95.2 94.9 94.8 54.6 | 85: 85 Ii 
A MANNER  coccccscsusscicinsis Aug. 12 79.0 78.9 79.4 56.3 | 4 
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(Continued from page 635) 


de: re 
‘lose ati the ‘ 


ror its USES 


lult population of the U.S. 
he airlines and even this is 




















es. The dece} ive since repeat travelers 
an pro) S mak up an important part of 
stoul+his +sroup. Thus, the potential 
‘for € pansion can hardly be called 
— =<) smal. particularly in view of the 
" | Bains trends of personal income 
> i f leisure time. 
oak 
it ie Cost Squeeze Still Severe 
a4 J A> de from the disturbing traf- 
fic icture in June, the cost 
J J |asque: ze is still very much a fac- 
Mtor ii airline operations, as evi- 
denc d by a batch of sour first 
4 iehalf :eports. Typical statements 
were issued by American and 
4 fe Unit d. American reported a 23% 
rise n revenues for the first half 
sl got 160. But operating margins 
‘FT }acouk, only rise to 13.1% from 
}1912.9'- in 1959 (when a strike 
i dep) ssed results) and with de- 
50h preciation sharply higher, net 
=== | from operations fell to $0.30 a 
shar, from $0.38 the year before. 
=a After including capital gains, 
American showed earnings of 
== =1950.40, versus $1.05 in 1959. 
93 |glnited was able to post slightly 
mi Mhigher receipts in the first half, 
_lo} sbut incurred an_ operating loss, 
| against a good profit the year 
89 | before. Gains from the sale of 
4 Wequipment enabled the company 
87 | ito report share net of $.42 in 
| the first half, versus $1.94 in the 


The factors which are causing 
he squeeze on profit margins are 
Well known by now; too much 
‘apacity chasing too few custom- 
mrs. This is the period of heavy 
; jet deliveries, with 261 turbines 
joining the nation’s air fleet dur- 
ng 1960-62, compared with 
rop and pure jets in service at 
+59 | he end of 1959. These new planes 
—'" re enormously expensive. They 

145 Bhould not be allowed to sit idle 
ut it is difficult to utilize them 

50) Pfectively with traffic below ex- 

@ectations. Finally, the deprecia- 
1155) ion on this new equipment is 
blayi: ¢ havoc with reported earn- 
—{ 1 507g n8s. 
| Ontlook for the Second Half 


Th» industry is now in its sea- 
onal y best period of the year, 
put cwing to factors previously 


y 





Py Nike months of 1959. 
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declared payable October 1. 


New York, August 17, 1960 








DIVIDEND NOTICE 


Regular quarterly dividend of $1.75 per share on the Preferred 
Stock and regular quarterly dividend of $.55 per share on the 
outstanding Common Stock of P. Lorillard Company have been 
1960, to stockholders of record at 
the close of business September 9, 1960. Checks will be mailed. 


FIRST WITH THE FINEST CIGARETTES-THROUGH LORILLARD RESEARCH <———__— 
a ce ke a “T1960 
S760 PLovilard: 200%. Suniventarg te (00 < 

Z—E TWO HUNDRED YEARS OF TOBACCO EXPERIENCE 
Cigarettes 

OLD GOLD STRAIGHTS KENT NEWPORT SPRING 
Regular Regular King Size King Size 
King Size King Size Crush-Proof Box 

OLD GOLD FILTERS Crush-Proof Box EMBASSY 
King Size King Size 
Smoking Little Chewing Turkish 
Tobaccos Cigars Tobaccos Cigarettes 
BRIGGS BETWEEN BEECH-NUT MURAD 
UNION LEADER THE ACTS BAGPIPE HELMAR 
FRIENDS MADISON HAVANA 
INDIA HOUSE BLOSSOM 


G. O. DAVIES, Treasurer 











mentioned traffic gains are likely 
to be disappointingly small in the 
second half of 1960. Meanwhile, 
the depressing effect of falling 
load factors upon earnings will 
continue to restrict profits. When 
the normal seasonal decline in 
traffic takes place this fall, many 
segments of the industry may 
find it difficult to report a profit. 


1961 Prospects 


The picture ahead has at least 
one bright spot. As the airlines 
gain more use of their new equip- 
ment, it stands to reason that 
some of the inherent economies 
of these planes will start to show 
up. Lower unit operating costs 
loom as a distinct possibility once 
the new jets are shaken down. 
Also a plus factor in the outlook 
for 1961 is the full-year effect of 
the July 1, 1960 fare boost. Many 
observers feel that the industry 
will seek and gain additional fare 
relief if earnings fall well shy of 
the 10.5% benchmark. This is at 


least a speculative possibility for 
1961, but by no means a Cer- 
tainty. 
Investment Policy 

Much basic strength has re- 
cently been developing in the air- 
line industry picture, but its 
favorable impact may not be seen 
for some time, Meanwhile, the 
immediate earnings outlook for 
the domestic industry is none too 
bright, notwithstanding the re- 
cent fare increase. Profits are 
likely to bump along at unim- 
pressive levels for the months 
ahead; this uneven performance 
could easily extend into 1961. In- 
vestor confidence in the airlinc 
group has been shattered as a 
result of the group’s inability to 
convert its outstanding revenue 
growth into profits gains. It will 
probably take some time before 
this confidence returns, particu- 
larly at the institutional level. 
However, at current levels, the 
better grade airline stocks could 
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ONE OF THE WORLD'S 
DISTINGUISHED RESTAURANTS 


575 Park Avenue at 63rd St. 
NEW YORK 


LUNCHEON 
COCKTAILS 
DINNER 
SUNDAY BRUNCH 


Open. seven days a week 
BANQUETS & PARTIES 
(of d-Tel} a Or-]ael-manlelalele-r6| 


For Reservations: Michel, 


TEmpleton 8-6490 








nN 
w 
“pay 


ONE OF NEW YORK’S 
FINER HOTELS 


On the city’s most famous 
thoroughfare, 5th Avenue in 
exclusive Washington Square. 
Spacious single rooms from $10 
daily. With air-conditioning from 
$12-$14. Lavish 2 & 3 room apart- 
ments with serving pantries. 
Television available. pg. 
SPECIAL RATES 
on a monthly 
basis. Additional 
substantial 
savings, on 
unfurnished and 
furnished 
apartments 

on lease. 





Write for descriptive brochure 
N. Scheinman, Managing Director 
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be held rather than sold. The 
alert investor will watch the 
group carefully for buying op- 
portunities among the _ better 
grade issues. American Airlines, 
Delta, Eastern and United are 
stocks which fall into this cate- 
gory. 

American Airlines has a well 
balanced route structure and a 
fully competitive jet fleet. The 
operating record has been good 
in the past and it is believed that 
potential earning power is well 
above the $2.51 a share reported 
in 1959. These shares may be 
held for capital gains possibilities 
in accounts prepared to assume 
an element of risk. 

Delta Air Lines, essentially a 
regional operator, serves the 
South from Chicago, Detroit and 
New York. A South American 
route is also flown, but it is not 
profitable currently. Delta has 
speculative merit based on latent 
earning power. From time to 
time, the name of Delta is linked 
with other airlines and it would 
not be surprising to see the com- 
pany go the merger route on 
relatively favorable terms. 


Eastern has long been known 
as one of the strongest carriers 
in the industry, but its position 
has been diluted in recent years 
through C.A.B.-created competi- 
tion on the lucrative runs from 
New York to Florida. Much of 
the impact of this competition is 
undoubtedly behind. Policies of 
management have been changed 
and efiorts are being made to 
bolster the company’s relatively 
poor load factors. Considering 
the line’s strategic position and 
earnings potential, the shares 
have long-run appeal for those 
who can disregard immediate dif- 
ficulties. 

National Airlines has had a 
difficult time of it in recent years, 
reflecting a highly competitive 
situation on its main routes. Loss 
operations were seen in fiscal 
1960. It is open to question 
whether or not the line will re- 
turn to black figures in the cur- 
rent accounting period. Of more 
investment significance for Na- 
tional shareholders, the company 
has been recommended for a new 
route from Florida to the Pacific 
Coast. On the strength of this 
possibility, the depressed stock 
may be held as a speculation. 

Pan American operates in the 
world marketplace and is subject 


to severe competition from for 
many= 


eign carriers which, in 
cases, are heavily subsidized. Th: 
company is now benefiting from 
experience gained by early opera. 
tion of jet aircraft and s iar 
earnings in 1960 could rise wel 
above the $1.17 reported in 1959 
Even so, the long-run outlool fo 
this company is not as favorabk 
as for its domestic counterp its 
owing to the severe compet tiv 
situation in overseas markets ani 
lack of rate-of-return ben °fits 
Better commitments can be fc un(] 
in other segments of the ai lin 
group. 


United is one of the best itu. 
ated companies for particip: tio 
in the long-run growth of ai 
travel. While the immediate « arn. 
ings outlook is not too imp res 
sive, the line has_ substa ttial 
potential earning power, :ve 
without benefits to be de: ive 
through merger with Cay ital 
Considering United’s favo) abi 
route structure and its jet led 
the shares appear worth rete) tia 
for their longer term prospe ‘ts. 


Western Airlines, essentia ly 
regional carrier serving the ‘Ves 
Coast, has compiled a good re 
ord in recent years, reflecting : 
highly efficient operation. Thi 
labor trouble which has plazue 
the line from time to time ma 
be over. The immediate earning) 
outlook for Western is obscure] 
by heavy jet competition on it® 
principal routes and it is highi® 
unlikely that 1960 earnings wil? 
even approach the $4.82 a shar 
reported in 1959. EN 


i 





Are The Oils Solving Their 
Challenging Problems? 





(Continued from page 632) 


Russian oil will make up an inj 
portant proportion of total wor! 
oil trade in the next five years! 
doubtful, but they can continl 
to constitute a very thorny pro 
lem for the international | 
companies in a world of surplu” 
The Russian plan is to increa% 
crude production to 4,800,000 ba! 
rels per day by 1965, again 
actual output of about 2,850.0! 
barrels per day in the first ha 





of this year. A doubling of & 
ports to about 600,000 be 
per day by 1965 would appear ! 
be possible. 
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In addition to these factors, a 

from : number of new foreign companies 
pperate have entered the search for crude 
pera oil ovtside the U.S. Japanese in- 





by we i teres’ Ss _ have found substantial 
1959), quan ities of oil on offshore con- 
“Decessions obtained from Saudi 
ol form Aral a and Kuwait. E.N.I., the 
om abl Itali n State oil agency, is also 
P Tse repo ted to have encountered oil 
et tiv on 's Iranian offshore conces- 
ts ani) sion All of these companies are 
, fits sear hing vigorously for markets 
fi iin outs Je the U.S. and, in many 
al ling case , they are prepared to offer 
ver) substantial price discounts 
t situ or «ther advantages to buyers. 
p: tin Thi: action obviously constitutes 
of aii’ a d wnward pressure on world 
> «arms oil | rices. 
n) res; =\orld oil over-supply condi- 
ta iti’) tion. are also aggravated by the 
‘vel’ disc very and development of oil 
le ive) sup; lies in other countries which 
a} ital) wer formerly significant import- 
Oo) ab) ers ‘rom Venezuela or the Middle 
t leet ' Eas’. Argentina, where recent ex- 
e) ti) ploration and development work 
pets. has ied to a significant expansion 
ia ly; of production and the prospects 
o Vey) of «ven further increases, is the 
yd re) desi example of this development. 
ting 7) Such success appears to presage 
. Th) 2 growing desire on the part of 
lague) Nearly all oil-importing nations in 
ie maj) developing their own supplies. 
rning) While mere national pride may 
cure De a factor in some such deci- 
on ita Sions, important savings on for- 


eign exchange outlays for im- 
ports is another significant fac- 












. shan tor. Esso Standard of France 
EN estimates that the use of Algerian 
' oil in the French economy ac- 
—— counted for a saving of $120 mil- 
heir lion in foreign exchange outlays 
in 1960 and that these will double 

1s? in 1962. 

Pressure on Foreign Oil Prices 
632) All of these influences com- 
. |) bined to place considerable pres- 
eet ing sure on foreign oil prices. Dis- 
, se ee counts of 15¢ per barrel and more 
rears") on crude oil sales from the Middle 
a East producing area became com- 
3 pre") monplace. Creole Petroleum Corp., 
wn iw) Jetsey Standard’s affiliate in Ve- 
surpii} nezuela, recently indicated that 
ao tal about two-thirds of its sales in 
100 bal} 1959 had been made at discounted 
agall pric 1S. 


— 


ie discounting of prices below 


ae the’ official postings in both the 
aad Mic dle East and Venezuela might 
ypear | have gone on for a long time 

> witout any cut in official price 





1960 





_— CUST 27, 
4 





postings except for three impor- 
tant factors. The producing affili- 
ates of international oil compa- 
nies frequently granted discounts 
to independent refiners, particu- 
larly in Western Europe, whereas 
similar discounts were not made 
to the refining and marketing 
affiliates of the same _ interna- 
tional company. The _ refining 
affiliates were charged the full 
posted price and as a result their 
competitive position vis-a-vis in- 
dependents was weakened con- 
siderably. It is a question just 
how long this could have been 
tolerated. 

Secondly, numerous European 
governments had become increas- 
ingly aware of the growing avail- 
ability of oil at discount prices. 
Sales at discounts appeared on 
invoices to independent importers 
whereas the invoices of affiliates 
of the international companies 
showed no such reductions. Such 
discrimination rang alarm bell 
since oil imports, just like any 
other imports, require the outlay 
of foreign exchange. Several Eu- 
ropean governments naturally be- 
gan to question the necessity of 
granting exchange on the basis 
of posted prices when it was ob- 
vious that sales to independents 
were at the reduced quotations. 

Finally, an offer by Russia of 
crude oil to India at low prices 
brought the question of affiliated 
sales to a head. The Indian Govy- 
ernment requested the interna- 
tional companies to refine the 
Russian oil in their refineries. 
While the companies refused, as 
they had when a similar proposi- 
tion was made by the Government 
of Cuba, they did offer to reduce 
the price at which they imported 
crude oil into India by 12.5%. 
This offer by the internationals 
in behalf of their Middle Eastern 
producing affiliates to refining 
affiliates in India made it ex- 
tremely doubtful whether affili- 
ated sales in other parts of the 
World, particularly in the Far 
East, could remain immune from 
the same discounts. 


Price Cut by Jersey Standard 


It was against this background 
that Standard Oil (N.J.) an- 
nounced on August 9 that it was 
reducing the prices which it 
posted for Middle East crude oils 
by 4 to 14¢ per barrel. The larger 
figure of 14¢ per barrel applies 
to most of the announced cuts 
and it probably compares real- 
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MIAMI, FLORIDA 


DIVIDEND NOTICE 


A quarterly dividend of 24c 
per share has been declared 
on the Common Stock of the 
Company, payable Septem- 
ber 20th, 1960 to stockhold- 
ers of record at the close of 
business on Aug. 26th, 1960. 


ROBERT H. FITE 
President 
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E.1.DU PONT DE NEMOURS & COMPANY 


aU PONS 


Wilmington, Del., August 15, 1960 


The Board of Directors has declared this 
day regular quarterly dividends of $1.12'/2 
a share on the Preferred Stock—$4.50 
Series and 871'/2¢ a share on the Pre- 
ferred Stock— $3.50 Series, both pay 
able October 25, 1960, to stockholders of 
record at the close of business on October 
10, 1960; also $1.50 a share on the 
Common Stock as the third quarterly in- 
terim dividend for 1960, payable Septem- 
ber 14, 1960, to stockholders of record at 
the close of business on August 22, 1960. 


P. S. pu Pont, Secretary 


























123rd Consecutive 
Dividend 


The Board of Directors at 
a meeting on August 16, 1960, 
declared a quarterly dividend of 
seventy-five cents per share on 
the capital stock, which will be 
payable September 12, 1960, to 
stockholders of record August 25, 
1960. 
Paut E. SHroaps 
Senior Vice President 

















dis- 


with the 
counts previously offered on Mid- 
dle East crude sales. Now that 
Jersey Standard has taken this 
initial step, it appears to be only 


istically average 


a matter of time before other 
companies operating in the Mid- 
dle East follow suit. It also ap- 
pears likely that the price reduc- 
tions in the Middle East will 
spread to other important foreign 
oil producing areas, including In- 
donesia, North Africa, and Vene- 
zuela, perhaps not immediately 
but within a period of time. 
Effect on Profits 

The decline in foreign oil prices, 
of course, carries considerable 
significance for the leading inter- 
national oil companies because 
they obtain a large part of their 
earnings abroad. As the following 
table shows, each of the compa- 
nies derives 44 per cent or more 
of its earnings from outside the 
United States. 


Geographical Distribution 
of Net income in 1959 


Per Cent 
U.S.A. O.W.H.  E.H. Total 
Gulf 53 11 36 100 
Socony Mobil 38 20 42 100 
Std. of Calif. 52 4 44 100 
Std. of N.J. 34 38 28 100 
Texaco 56 14 30 100 


O.W.H.— Other Western Hemisphere 

E.H.—Eastern Hemisphere 

It is difficult, however, to assess 
exactly the effect which the Mid- 
dle East price reductions may 
have on the earnings of the vari- 
ous international oil companies. 
This is largely because the extent 
to which sales out of the Middle 
East were previously made at 
discounts is not known. The best 
assumption is that, as indicated 
earlier, sales to non-affiliates at 
a discount had become common- 
place while the majority of sales 
to affiliates continued at the 
posted price. Sales to affiliates 
constitute over one-half of total 
sales for most companies. Thus, 
the profits of the producing affili- 
ates will begin to suffer, but it 
should be noted that under former 
conditions the earnings of refin- 
ing and marketing affiliates were 
penalized. Now it may be possi- 
ble, as a result of the lower prices 
for their crude, that refining affil- 
iates will report improved earn- 


ings. Nevertheless, on balance, 
the reductions in Middle East 


prices cannot help but retard the 
earnings progress of the interna- 
tional companies. 
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Domestic Prices Up 


In contrast to developments 
abroad, domestic refined product 
prices have forged ahead through- 
out the summer. The improve- 
ment has reflected better demand 
in many areas of the Midwest 
and the Atlantic Seaboard for 
gasoline, the industry’s most im- 
portant product. At the same 
time, quotations for heating oiis 
have firmed up in a contra-sea- 
sonal move. The increases point 
up the fact that inventories for 
these oils are lower than a year 
ago; considerable inquiries for 
deliveries this fall have also 
helped to improve the market. 
Finally, heavy fuel oil prices in- 
creased during June and July, re- 
flecting tightening domestic sup- 
plies and_ strict controls on 
imports. 

Meanwhile, crude oil quotations 
in the domestic market have re- 
mained unchanged, so that refin- 
ers’ profit margins have improved 
materially. Although still consid- 
erably below their peak in 1957 
they are now a good deal higher 
than a year ago, and this prom- 
ises a healthy increase in the 
earnings of most refineries dur- 
ing the present quarter above the 
corresponding quarter of 1959. 
Besides companies engaged solely 
in refining, such integrated com- 
panies as Atlantic Refining, Phil- 
lips Petroleum, Continental Oil, 
Pure Oil and Cities Service should 
benefit accordingly. 


Problem of Refinery Runs 


But an important question ex- 
ists as to whether the improve- 
ment in product prices and refin- 
ing margins can be maintained 
through the fourth quarter. If 
they can, then fourth quarter 
earnings comparisons with last 
year would also be favorable, par- 
ticularly because the final three 
months of 1959 was a period of 
depressed prices and relatively 
low demand. For the last several 
weeks, however, refinery runs 
have been pushed to very high 
rates, threatening a new deterio- 
ration in the industry’s inventory 
position and subsequently a de- 
cline in refined product prices. 
Crude runs to stills have aver- 


aged considerably more than 
8,000,000 barrels per day for 


seven successive weeks, whereas 
a rate at about the 8,000,000 
mark would have been sufficient 
to satisfy demand. Recently, in 
fact, Ernest O. Thompson, Chair- 





man of the Texas Railroad Com. 
mission, the state oil-proratio 
body, called the excessive r 
ery runs “incomprehensible.’ 

The adjustment of refine 
runs to appropriate rates con 
sistent with demand and invep. 
tery requirements has been t! 
domestic oil industry’s mijo 
problem for some time past. 
rent developments indicate hat 
the problem has not been s\ 
as yet. Eventuaily, a solution 
work itself out if the indu tn 
does not add materially to its re. 
fining capacity. In that event, th 
growth of demand would, per! ap: 
within two years, boost consu 
tion to a position in balance \ 
capacity. 


Conclusion 
The petroleum industry 

more than its share of probk 
both at home and abroad. O 
supply conditions abroad ap) eai 
to be the more pressing at th 
present time. However, any oi 
company, international or dor es. 
tic, today faces greater < 
lenges than at any time wit iil 
the past several years. Oil « 
pany managements recognize t 
and that is the first essentia 
the eventual solution of 
problem. 
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Brighter Outlook For Aircraft 
Manufacturers 








(Continued from page 643) 


backlog of over $1 billion sug- 
gests improving profits into 1961; 
and a return to a cash dividend 
has been brought nearer. 


Lockheed’s satellite programs| 


appear to be as big and as sue. 
cessful as the Polaris, as_ the 


company is systems manager and 
prime contractor for the Air 
Force’s Discoverer, Midas, and 
Samos programs. In all, the Mis- 
siles and Space Division should 
have sales over $600 million and 
earnings over $13 million after 
taxes, a significant contributor to 
the Lockheed picture. If manage- 
ment estimates are correct, Lock- 
heed could well demonstrate con- 
siderably improved earnings in 
the months ahead, and on balance 
it appears a wise choice to have 
the burden of the Electra failures 
cleared away. 


Smaller Commercial Planes 


The three leading companies in 
smaller aircraft for private and 
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corporate use have been cashing 


in or strong demand for execu- 


tive craft, as well as growing 
interest in private flying, and the 


fearnings of all three—Beech, 
Cessna, and Piper—have been 
trencing upward. Piper has the 
least dependence on _ military 
> spen \ing, and thus stands to ben- 
efit ‘east from higher defense 
outl vs. Beech lies at the other 
end of the scale, with over half 
of t: cal volume in military items, 
incli ding reconnaissance aircraft, 
mis: le target systems, ground 
sup) ort equipment, and jet air- 
cra! components, All three com- 
pan +s should continue to benefit 
fro) expanding commercial sales, 
but this is a field not going un- 
not. ed by other companies and 
con vetition can be expected to 
stiff on. 
The *roblems of Traditional Products 
Tie transition problems ap- 
pea ed earlier for engine makers 
than for airframe companies, and 
most have suffered considerably 
in their adaptation to new tech- 
nologies. But none have emerged 
yet as surmounting their difficul- 
ties. Even United Aircraft is still 
showing a declining earnings 
trend, with first half 1960 earn- 
ings of $1.46 a share down from 
$2.35 a year ago. In the rapid 
swing from propellers to jets, 


United lost a number of impor- 
tant contracts, and the promise 
of its Sikorsky Division (heli- 
copters) never really developed. 
United has greatly stepped up 
R&D expenditures in an attempt 
to recapture lost markets, with 
$40 million going to development 
this year as against $28 million 
in 1959, but the profit trend still 
appears downward. 

Both McDonnell and Republic 
are still linked closely to produc- 
tion of conventional planes, but 
indications nevertheless point to 
continuing runs and profits for 
both MecDonnell’s big orders are 
for two famous fighters, the Air 
Force F-101 and the Navy F4H. 
‘epublic is benefitting from a 
huge reorder for the F-105 fight- 
er-ly omber, assuring work through 
196%. Since the learning curve is 
abot complete on this model, 
earnings for the second half could 
be ‘hree or four times the 59¢ 
earned in the first six months. 


Attempts to Diversify 
orthrop has been the only one 
of the smaller companies to move 
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aggressively into the new tech- 
nologies of the space age. Air- 
plane sales have dropped from 
70% to 30% of total in the past 
five years, and Northrop now has 
a wide range of highly specialized 
products that give this company 
an unusual potential in an other- 
wise troubled group. Curtiss 
Wright has moved in many di- 
rections in attempts to make up 
for lost ground in engines and 
propellers, as sales dropped from 
a peak of $598 million in 1957 to 
$329 million last year. An im- 
provement can now be hoped for 
but it will be some time before 
the success or failure of new 
moves will be apparent. 

Little to replace the J83 jet 
engine and the Goose missile pro- 
grams lost last vear has so far 
been accomplished by Fairchild 
Engine and markets for the F-27 
transport have been slow in de- 
veloping, but this plane can now 
generate some profit. Grumman, 
on the other hand, has been doing 
quite well, and earnings have re- 
cently been climbing sharply. 
Second quarter results of $1 per 
share were up from 36¢ a year 
ago while for the six months 
$1.88 compared favorably with 
84¢. Much of the success is at- 
tributable to successful sales of 
the Gulfstream turboprop busi- 
ness plane, but contracts for vari- 
ous missiles add up to a well- 
rounded picture. 


Summary 


The aircraft industry has by 
no means overcome its many 
problems, In fact, a long period 
of readjustment remains ahead, 
with lower plane orders and ever- 
increasing emphasis on research 
and engineering. But a changed 
picture is beginning to emerge, 
revealing a better profit potential 
than many had been anticipating, 
not only for the larger companies, 
but also for some of the compa- 
nies supplying components for 
the “name” programs. Others, 
however, do not stand to benefit 
significantly, and it will be nec- 
essary to follow developments 
closely. 

The general feeling that manned 
planes were a product of a passing 
age has also given way to a grow- 
ing realization that such aircraft 
will actually be with us for a 
good many years to come, As an 
example, Congress recently ap- 
propriated $310 million for the 
modernization of airlift and the 
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development of an ultimate mili- 


tary cargo transport. Such a 
program could pump significant 
earnings into the traditional 


branch of the industry in coming 
years. A further need for manned 
planes stems from anti-submarine 


defense against the growing 
threat of nuclear missile sub- 


marines. 

All things considered, the com- 
panies which have _ successfully 
been reorienting toward the space 
age appear to be in for improved 
earnings, The market has already 
taken note, of course, and many 
of the better stocks are close to 
their highs for the year. Further 
advances are a reasonable expec- 
tation, however, particularly since 
interest will continue to be fo- 
cused on the group both by Con- 
gressional debate and _ swirling 
international tensions. END 





Insurance Stocks 





(Continued from page 639) 


necessary because life insurance 
companies are constantly invest- 
ing large parts of their earnings 
in costs of putting new business 
on their books. After adjusting 
for such estimated acquisition 
costs, a group of representative 
life insurance company stocks is 
found to be selling at approxi- 
mately 14.7 times earnings and 
152% of estimated total equity 
value as of the end of 1959. It 
will be noted that the companies 
with the more rapid rates of 
growth in life insurance in force 
tend to sell at the higher price 
earnings ratios (betwee 17 and 
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24 times earnings) while the 
companies with histories of slower 
growth usually sell at lower price 
earnings ratios (10 to 15 times 
earnings). Likewise the premi- 
ums over estimated total equity 
values ordinarily are larger for 
the faster growing companies 
than for the companies with 
slower growth records. 

@ As Growth stocks—Whether 
or when the stocks of life insur- 
ance companies are going to re- 
gain their former popularity with 
investors as growth stocks re- 
mains to be seen. A good case 
can be made for the conclusion 
that selected life insurance com- 
pany stocks continue to have 
practically all the basic attributes 
of growth stocks. Through steady 
growth in sales, combined with 
the continuous reinvestment of 
most of earnings in new business 
and in surplus, the life insurance 
companies are building substan- 
tial equities for the owners of 
their stocks. With the tax adjust- 
ments mainly behind them, the 
stock life insurance companies 
are expected to be able to build 
future growth records on a new 
base of strong earning power. 

@ “Multiple Line” Operation— 
It is noteworthy that the trend 
toward “multiple line” operation 
is continuing in the insurance in- 
dustry. Most of the major fire 
and casualty groups now have 
life insurance affiliates to sell and 
service life insurance in addition 
to their standard lines of fire and 
casualty insurance coverage. This 
trend has developed rapidly in 
recent years although both Aetna 
Life and Travelers Insurance Co. 
have had multiple line insurance 
coverage facilities for many 
years. Some of the large fire and 
casualty insurance groups which 
do not as yet have life affiliates 
may well come into the market 
for some of the remaining stock 
life insurance companies which 
have not been sold. This could, of 
course, be helpful to the markets 
for the stocks of life companies, 
generally. 


In Sum 


Insurance continues to be a 
necessity for the successful func- 
tioning of America’s free enter- 
prise system. As iong as this 
system continues, it will be nec- 
essary for the insurance compa- 
nies to have rates adequate to 
enable them to remain healthy 
economically. And particularly in 
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view of the improvement recorded 
in recent years and continuing 
presently, the insurance compa- 
nies’ prospects appear to be 
bright. Both the stock fire and 
casualty insurance companies and 
the stock life insurance compa- 
nies have gone through trying 
periods during the war and post- 
war years. They now seem to be 
emerging into a better and more 
prosperous period which should 
last for several years. END 





Why Our Foreign Aid Dollars 
Fail Of Their Purpose 





(Continued from page 625) 
about two dollars. 
Per Capita Income in India 


In India, it is reliably stated 
that the index of income sufficient 
to sustain a person is 120 rupees 
per month, or roughly $24.00, but 
that half the population actually 
has an income of less than one- 
half of the index. A contribution 
of two dollars per year is roughly 
just under twenty cents monthly. 
This amount is less than one and 
one-half per cent of the actual in- 
come and is fairly representative 
of much of the situation in Asia. 
In calculating this percentage, it 
must be assumed that the cost of 
distribution was absorbed by lo- 
cal agencies. 

The extremely low level of in- 
come of Asiatic nations might 
suggest offhand that raising that 
level would quickly solve the 
problems of these peoples and 
perhaps the world. But the chal- 
lenge arises when one discovers 
the many basic obstacles which 
must be overcome, as, for exam- 
ple, population growth, religious 
philosophies, and adverse physi- 
cal environments. 


The Futility of Our “Aid” to 
Densely Populated Countries 


Little imagination is required 
to see that the hundreds of mil- 
lions of dollars we have been 
sending into Asia are of little 
consequence so far as concerns 
the raising of standards or yield- 
ing an effective increase in sus- 
tenance. One might argue that 
there is a psychological value; 
that no matter how slight the 
contribution the public is favor- 
ably impressed by our generosity 
and desire to be helpful. Maybe 
so, as related to government offi- 


cials but certainly not with refer 
ence to the ordinary citizen. |y) 





tial 


Dah 


fact, the latter’s literacy is so low of | 


that for the most part he is un. 
aware of the source of the meager 
help that comes to him an! is 
disappointed that it is so smill.| 
We must not lose sigh’ o| 
the fact that the hundred: of! 
millions of dollars sent ab oaé| 
“to do good” but whose :oo¢) 
is doubtful, come out of the 
incomes of the American }:ub- 
lic, Our leaders ought to re: liz 
that such contribution of funds! 
as we have just noted rere” 
sents the pouring of money nto 
a near-vacuum. What is more, 
no matter how many years we 
continue this program, the ac. 
uum cannot be filled. Among 
the major obstacles faced by} 
those who would provide °co-! 
nomic relief for the horde: of! 
people are, (1) the continued 
enormous annual population in- 
crement, (2) the lack of «du 
cational facilities, (3) the jeo- 
ples’ religious philosophies, ind 
(4) the seeming indifferenc: of 
the small but potentially influ 
ential aristocracy. 


Population Exploding — Recent 
interest in birth control has not 
yet checked the annual population 
growth. Although the death rate 
health of the people tend to in- 
crease the excess of births over 
deaths. Even though the birth? 


rate is not as high as in some off 2 
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the world’s more advanced coun-| 4 
tries, the absolute numbers of ‘ 
births are staggering because the) Y® 
current populations are so large} ha 
Net annual population growth is! P® 
estimated at from one and one! ‘! 
half to three per cent. What con- °" 
tributes further to the almost dis- 
astrous economic consequences of |“! 
this growth, is the abject poverty | ™ 
into which most of the population” 
is born. There seems to be no) ™ 
possibility of “catching up” as it” 
were, with the increase in popu-" tir 
lation. As rapidly as relief is ro 
brought to some, others require) th 
assistance. ar 
Illiteracy ranges as high as 80. 
per cent and even higher, in most) 4 
of the countries. India and Pakis-7 be 
tan hope to reduce this percent-) ¥ 
age beginning in 1965 when he 
sufficient schoo] facilities may be) ™ 


4 


come available to make education) 


compulsory, that is, for children! 


+m 


up to 11 years of age. Parents) " 
desiring to educate their children” of 


now can do so by paying substan-’ 
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& tial tuition fees. This means only 
©, handful can enjoy the “luxury” 






SO lov of formal schooling. The Presi- 
is un) gent of Pakistan recently re- 
eager!) marked that western style democ- 
inl is racy which was given a try by 
mill.) his country proved unsuitable 
rh’ off becai se 85 per cent of the people 
pds of! are i literate. 
bi oadl> Re igion the Solace—Hinduism, 
i £004) Mos! mism, Buddhism, and many, 
of the) man’, secondary religions and 
, jb} cults provide the peoples with a 
re: lize) ort: in peace of mind which in 
ft nds} larg: part seems to counterbal- 
re wre” snce their severe economic strug- 
y nto’ ole or existence. These faiths 
more! have prevailed so long, and con- 
irs We” fider -e in their tenets is so well 
'€ ‘ac imp) essed upon their followers, 
\mNg! that whenever consideration is 
ed by) give . to the adoption of new ways 
e - of | fe versus the retention of 
de: of| thei: inherited attitudes, many 
tinued) are reluctant to discard the 
ion in’ teaciings of the past with all 
f «du! their illusions and superstitions. 
e je0 Assisting western nations must 
Ss, ind recoynize this state of mind and 
nev of! avoi! wasting a certain amount 
influ. of sympathy wpon those persons 
who, though in poverty, are not 
Recentia Mec sarily as unhappy as one 
, might believe they are 
as not), 9! y are. 
~ Stark Realities Not Faced 
% : Many of those of the higher 
3 over ) echelons in civil life native to 


birth) Southeastern and southern Asia 
yme of are optimistic as to their respec- 
coun tive country’s future. They pre- 
sys of dict that in another 20 or 30 


ise the) Years their major problems will 
large. have been solved and that their 
wth is) People will have attained a con- 
d one) Siderable degree of stability. No 
it con one desires to discourage the op- 
st dis Umistic, but such a prediction 
1ces of | 4PPears toa westerner as utterly 
overty without foundation. To be sure 
ilation Progress has been made and is 
be nol g being made, but very, very slowly. 
” as it) A people who deliberately con- 
popu-/ ‘tinue to allow “sacred” cattle to 
lief is roam their streets at will until 


equire|) they drop from sheer starvation 
‘and exhaustion, and insist this 


as 80 treatment of their animals is not 
n most. 2 method of killing, are going to 
Pakis-§ \be difficult to convert to new 
arcent-) ‘ways. A people whose leaders 


when" shave been slow to help them live 
ay be- |) }under cleaner and more sanitary 
ication’ Conditions, cannot be expected to 
rildren}) Move forward rapidly. In coun- 
arents| tie: that fear the mechanization 
1ildven) 9f s mple work procedures would 
ibstan- 4 j reate increased unemployment 
jAucuST 27, 


STREET 1960 





and produce chaos, progress is 
certain to be retarded. 


A Way of Life—It is difficult 
for the western mind to compre- 
hend many of the economic prob- 
lems of the Asiatic peoples. Here 
is an illustration of just one cur- 
rent action pointed out to me 
by an official in a major city. 
Rehabilitation work is under way 
involving the erection of apart- 
ment buildings in new neighbor- 
hoods to house present slum 
dwellers. The occupants of the 
slums, however, are also oper- 
ators of bazaars. These bazaars 
consist largely of makeshift di- 
lapidated shacks flanking narrow 
so-called streets which are hardly 
more than pathways. The bazaar 
quarters often serve also as living 
quarters. 


Problems of Intense Poverty— 
In spite of the transfer of the 
bazaar owners to new apart- 
ments, the slum problem contin- 
ues. The only source of income 
for these people is the bazaar, 
but that income is so meager the 
family cannot afford to spend 
money for transportation. Own- 
ership of a bicycle or an auto- 
mobile, is beyond their means and 
bus fare is too much for their 
pocketbooks. They must live 
within walking distance of their 
places of business. In  conse- 
quence, the bazaar shacks are 
moved to a location virtually next 
door to the new apartments, and 
although the owners no longer 
live in them, much of the slum 
atmosphere still persists. A con- 
comitant of slum clearance, if it 
is to be successful, is a substan- 
tial increase in the incomes of 
those to be benefited, often at 
least a doubling of that income, 
and this poses a currently seem- 
ingly insuperable problem. Popu- 
lation numbers continue too large 
for the nations’ productive ca- 
pacity. 


Hope for Solution in Industrialization 


One of the efforts to provide 
more jobs is focused upon indus- 
trialization. This program has 
been underway for at least a 
decade. While progress has been 
made it is exceedingly slow. Not 
only that, but sponsors of the 
program are beginning to realize 
that while industries do increase 
the number of jobs, the more 
rapid growth of population pre- 
vents any improvement in the 
unemployment problem. 


For example, India, announcing 
recently, its third five-year plan 
to begin in 1961, hopes to create 
13,500,000 additional jobs, but its 
population will have increased in 
the same period by perhaps as 
much as 40 to 50 millions. 

Furthermore, the rate of in- 
dustrialization is handicapped by 
(1) the lack of domestic invest- 
ment funds, (2) the lukewarm 
interest on the part of foreign 
private investors to participate in 
the establishment of factories, 
and (3) the limited amount of 
loan funds which the respective 
countries can secure from other 
nations. 

To note that the major eco- 
nomic activity of the peoples of 
this vast region is the pursuit of 
agriculture is not enough. Many 
nations which are agricultural 
fare reasonably well. In the Far 
East, however, agriculture is 
likely to be of the subsistence 
variety or one-crop. As these sys- 
tems of production are not con- 
ducive to stabilizing the economic 
status of the people, steps must 
be taken to make more efficient 
their entire agricultural proce- 
dure. This is a job which can not 
be done overnight, because it de- 
mands at least two major revolu- 
tionary changes, 

First, the farmers who are 
essentially illiterate must be 
made literate and second, funds 
must be found for the purchase 
of better farm equipment even 
though not elaborate, for irri- 
gation works, for seed improve- 
ment, for aids to marketing, 
such as good roads, and for 
still other adjuncts to effective 
agriculture. Here again there 
is hesitation by the leaders for 
fear improved ways will in- 
crease unemployment. 


Self-Help is the Tonic — But How? 


Unspeakable poverty is so wide- 
spread in the Far East, illiteracy 
so extensive, and religious fanati- 
cism so deeply ingrained in the 
minds of so many persons, that 
a solution to the economic ills of 
the peoples seems almost hope- 
less. Certainly, any solution must 
be achieved by the masses them- 
selves. Even though the United 
States taxes itself to the end of 
time to pour money into the 
Orient, the returns will yield 
little progress while we ourselves 
will run the risk of greatly low- 
ering our own standards. The 
point is, that whereas foreign 
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money appears to be essential to 
forwarding the economy of the 
people, its quantity is much less 
important than how it is spent. 


We Can Serve Best Through 
Vocational Training Teachers 


One part of the assistance pro- 
gram which we have been ren- 
dering to some of the peoples 
holds out perhaps the brightest 
prospect for their advancement 
and calls for only modest expen- 
ditures upon our part. We have 
sent university men, experts in 
their respective fields, more es- 
pecially agriculture, to several of 
the nations to assist in establish- 
ing appropriate agricultural cur- 
ricula in their universities and to 
teach native specialists a few 
things we know about agriculture 
to the end that they in turn can 
teach their farmers. We have 
also just attached to some embas- 
sies, experts in technology, and 
the physical and biological sci- 
ences. The latter are made avail- 
able to anyone wishing to consult 
with them concerning particular 
problems. We have sent special 
missions consisting of teams of 
four or five businessmen to con- 
fer with local businessmen on 


modern methods trade. We 
have also contrib: d experts in 
health and sanii. 1 to those 


governments sing a desire 
for such assis’ ..sce. These pro- 
cedures have been of the ‘““How-to- 
do-it-yourself” order. They have 
served to reveal how the people 
may help themselves. This has 
been most effective, is practical, 
and should be the primary ave- 
nue of help for the Far East, as 
well as for any other underdevel- 
oped regions to which we wish to 
make a basic contribution. 


Making Practical Instruction 
Available 


A less direct aid to the progress 
of Far Eastern countries, but 
mutually beneficial, lies in the 
educational efforts of American 
manufacturers. One of the pio- 
neers, perhaps, in this action is 
the Singer Sewing Machine Co. 
This organization has set up sew- 
ing schools and in some instances 
appointed representatives in var- 
ious countries to visit housewives 
and give them lessons in sewing 
and, of course, incidentally in the 
use of the sewing machine. The 
company, in turn, has learned 
from these field workers much 
about the natives and has been 
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able to make any desirable ad- 
justments in its product and its 
ways of marketing to meet local 
conditions. Of no mean impor- 
tance, is the employment of 
educational advertising as an ef- 
fective method for meeting com- 
petition offered by manufactur- 
ers in other foreign lands. 

The Standard Oil Company of 
New Jersey through its public 
relations manager points out 
among other procedures in for- 
eign markets, its efforts to make 
the public aware of its own sense 
of responsibility in both the local 
and national community. 

Other companies through effec- 
tive educational advertising have 
not only developed good will for 
themselves but have contributed 
to the enlighterment of the for- 
eign public, creating desires and 
even demands for commodities 
which help the people to help 
themselves. Consider for example 
the vacuum cleaner or hand car- 
pet sweeper. Even though these 
devices can displace a worker or 
two employed in hotels or else- 
where, who now clean rugs on 
hands and knees, institutions here 
and there are making the break 
from their traditional ways, us- 
ing mechanical sweepers, and 
putting on their “‘think-caps” to 
find outlets for the displaced 
persons. 

Although the businessman’s aid 
to progress in many localities is 
an exceedingly slow process, as 
is education in general, the door 
of opportunity is open to those 
who are willing to walk in. Effort 
in this direction should lead to 
increased stabilization of both 
the respective governments and 
their economies, and to that ex- 
tent make safer the establishment 
of branch plants abroad or in- 
vestments in plants initiated by 
local capital, or in public works. 


In Conclusion 


It would be improper to leave 
the impression that the various 
governments are doing nothing to 
improve the lot of their people. 
Something is being done, and in 
a number of quarters there is a 
cetermination to get ahead. It 
would be equally unfair not to 
point out that the efforts of the 
American people are often unin- 
tentionally misdirected. It is im- 
portant for us to recognize that 
foreign peoples have a pride of 
their own and that no matter how 
well-intentioned we may be, they 


resent criticism by others of theif 


ways of life. And certainly t 
attitude often is justified, for i 
does not follow that procedure 
which we find successful for ow. 
selves are necessarily good fo 
others. A would-be contributor t 
the well-being of persons in for. 
eign lands must be diplom itic 
objective, possess an aware es 
of differences between his ow 
physical environment and thi: t o! 
the peoples whom he is endea vor. 
ing to help, and be alert to th 
veneration which they show fo: 
their own centuries-old phi oso. 
phies. Asiatics do not look 1 por 
our economic aid as charity, bu 
rather as a right which they sa 
is mutually beneficial because the) 
aid is rendered in our own elf, 
interest. They reason further hat] 
if aid helps to relieve poverty ani(j 
to raise living standards, that in| 
itself should make sterile the soil 
on which Communism norn all; 
thrives. Leaders in Far Eas er 
nations bluntly say they hav. n 
intention of changing their vai 
of life in exchange for econc mi 
aid. 

If our program is to attain th: 
goals it seeks, and not boome? ang 
upon our own economy, it musi 
be reviewed in the light of th 
conditions set forth here. Fo 
this purpose experienced person: 
should be selected who can bring 
to bear both realistic and objec. 
tive judgments and are capabk 








of directing research in the eco) 
nomic fundamentals of each of” 


the political regions concerned. 
END 
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inventories no longer are consié- 
ered as money in the bank 
Among purchasing agents, il 
often is said that inventory ha: 
become almost a nasty word. 
The leveling off in industrial 
activity in the United States sinc 
early this year has exerted some 
pressure on prices of industrial 
materials, and this pressure maj 
be intensified in the months aheat 
in the event of slackening in in- 


dustrial operations as anticipate) 


by some economists. 
Most 
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Our audit of our 64° invested position on August 8 showed 
513 points profit available, over and above any losses, from 
our original buying prices. The sound issues in our open 
position include backlog stocks that have been spurred by 
stock-splits over the past year as well as equities which have 
been making their appearance in the daily list of new highs, 
for example: 

‘~ Gain 
Pac. G & E 84.2% 
Reynolds Tobacco 131.0% 
Southern Pacific 33.3 % 


% Gain 

American Chicle 164.7% 

American Tobacco 33.2% 

Beech Aircraft 181.2% 

Ist National Bank 23.0% Southern Railway 293.4% 

Intl. Tel. & Tel. 377.0% Sperry Rand 164.7% 

In addition we have been advising retention of a 34° cash 

reserve throughout the first 7 months when the Dow Industri- 

als registered a 65 point drop. The Forecast advised subscribers 

to defer new commitments temporarily, awaiting our selection 
of unusual values. 

We have every confidence that the impressive gains our 
advices have built up will be greatly increased when we give 
the buying signal for rare new opportunities which will 
emerge from the market correction. 

Therefore, we are extending a SPECIAL BONUS OFFER 
OF EXTRA SERVICE to encourage you to join The Fore- 
cast now when it can be most rewarding in helping you to 
put your investment house in order—and to share in our 
1960 programs from their inception, when profit potentials 
are usually the greatest. 


SUPERVISED ADVICES — TIMELY AND DEFINITE 

Enroll now to receive all our coming recommendations 
as we release buying advices. Once you buy them you will have 
the security of knowing that we will advise you from week to 
week in our bulletins just how long each stock should be re- 
tained—when to take profits and where and when to reinvest. 

This supervision is provided for every Forecast bulletin 
recommendation so you will never be in doubt. 

Mail your enrollment today with a list of your holdings 
(12 at a time). Our staff will analyze them and advise you 
promptly which to retain—which to sell to be ready for coming 
opportunities as we point them out to subscribers. 





MAIL COUPON TODAY FOR SPECIAL BONUS OFFER 











THE INVESMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 


I enclose [] $125 for a year’s subscription—plus one month bonus 


Air Mail: (1) $1.00 six months; [J $2.00 
one year in U. S. and Canada. 
cial Delivery: ([) $7.80 six months: 
$15.60 one year. 











(1) $75 for 6 month’ Service plus two weeks bonus 
SPECIAL MAIL SERVICE ON BULLETINS 


(J Telegraph me collect your Forecast rec- 
ommendations . . en to buy and 
when to sell . . . when to expand or con- 
tract my position. 





Address 








any time without your consent. 


List up to 12 of your securities for our 
initial analytical and advisory report. 
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largest single consumer of most 
materials, the rest of the world is 
tending to account for an ever in- 
creasing percentage of total world 
production as industrialization is 
stepped up. 

At present, there are no visible 
signs of any slackening in the 
rates of industrial operations 
(and use of materials) overseas, 
although there has been some 
tendency noted to level off as in 
the United States. 

Slackening in the rate of ma- 
terials’ use abroad, coupled with 
decreased use in the United 
States , could exert a substantial 
amount of additional pressure on 
primary industrial materials 
prices. 

This is one distinct possibility. 
Prices of many materials repeat- 
edly have proved their high de- 
gree of sensitivity to the up- 
swings and downswings in the 
general business cycle. 

However, with the internation- 
al political situation in a highly 
effervescent state, particularly as 
a result of recent developments in 
the Congo, the outbreak of war 
looms as an ever-present possi- 
bility. In the event of war, those 
consumers who have been paring 
inventories to the bone undoubt- 
edly would fall all over themselves 
to build up stocks rapidly, with 
resultant sharp advances in prices 
of numerous materials. 


Finished Products Under Pressure 


Within recent weeks, the evi- 
dence has increased that pressure 
on prices of so-called industrial 
commodities is not confined to in- 
dustrial materials. 

Outright price reductions have 
been reported in some instances. 
Although the number of such 
announced or posted price reduc- 
tions has not been large, it is 
understood that there is a vast 
amount of quiet price cutting 
going on, Unless demand im- 
proves, this trend is likely to con- 
tinue with resultant intensifica- 
tion of the squeeze on profits. 

To a large extent, the pressure 
on prices of manufactured goods 
in the United States stems from 
(1) the decline in export demand 
for certain products and (2) in- 
creased imports of lower-priced 
merchandise. There appears to be 
a degree of permanency in this 
situation at present, even though 
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in the automobile industry it has 
been countered to some extent by 
the introduction of the “compact” 
automobile and resultant check- 
ing of the demand for the smaller 
imported cars. 


Living Costs Up 


During all these months of 
overall stability in the wholesale 
commodity price index, the cost 
of living —as measured by the 
Bureau of Labor Statistics con- 
sumer price index—has_ been 
moving almost steadily higher 
and now stands at an all-time 
high. 

With the cost of living ever up- 
ward and with the requirements 
of children rising rapidly as they 
move into the ’teens, many par- 
ents are finding the going increas- 
ingly tough. There is little doubt 
that heightened economy-minded- 
ness, as evidenced for example by 
the pronounced swing to the lower 
priced compact cars over the past 
year, stems in large measure from 
the rising squeeze on family in- 
comes, 


Over the past year, food prices 
at retail have risen while farm 
products prices have held steady. 
Clothing prices are up although 
cotton and wool have declined. 
Here is reflected the constant up- 
trend in processing and distribu- 
tion costs. 


But the really big “bind” for 
the consumer is in the ever rapid- 
ly rising costs of consumer serv- 
ices, most of which fall in the 
necessitous category. 


At the present time, consumer 
services are taking approximately 
37 percent of disposable income, 
and this percentage is tending to 
rise as unit costs of services con- 
tinue to mount almost indefinitely. 

This is almost three times as 
much as consumers are spending 
for durable goods. The rising 
service bite on income may ac- 
count in part for the tendency of 
consumers to spend less on dur- 
able goods. And, insofar as this is 
true, it tends to exert pressure on 
prices of durable consumer goods 
and on prices of durable materi- 
als. 

The uptrend in the cost of con- 
sumer services is so sharp and so 
persistent that it is apparent that 
the cost of living will continue to 
rise for a long time to come, 
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slowly at times and more rapidly) 
at others. 

Nothing short of a major de 
cline in the prices of consume 
goods would be likely to revery 
the uptrend in the cost of living 


Since rising living costs bree 
demands for higher wages and 
salaries, the costs of doing busi. 
ness will tend to mount, How: ver, 
unless the wage and salary up. 
trend is accelerated, the introduc. 
tion of more efficient met 10d 
may hold down the rise in | usi. 
ness costs. 

Were it not for this pros ect 
there would appear to be s:ant 
likelihood of maintaining the 
overall stability in the ge eral 
commodity price structure hai 
has characterized the past fey 
years. =NI 








What 1960 Second Quart 2r 
Earnings Reports Revea 





(Continued from page 62.) 


important 50% equity in Ci em 
strand and Ketchikan lub, 
which would have produced : 
considerably more favorable pic. 
ture. Celanese’s resistance to thi 
general profit decline gives some 
hope that it will not slip off th 
recovery path which it has re 
cently been following after : 
long, ten-year relapse. 


Early Improvement Not Visualized 


It would be agreeable to con 
clude this article with the pre 
diction of an early, materia 
improvement in corporate ear: 
ings. But such a hope does né 
seem realistic. To be sure, thi 
executives of most corporations 
in their statements accompany int 
the earnings reports just re 
leased, found some encouragin! 
things to say. But it is the nat: 
ral tendency for management t 
be optimistic, just as investor 
should be painfully objective 
Recovery in the depressed profi 
margins herein noted can com 
about only by widespread pric 
increases or the sudden discover! 
of important unrealized efficier: 
cies. Either of these possibilitie 
within the early future is out @ 
the question. This is not to sa) 
that corporate plans now bein} 
made are fruitless, but accom 
plishment will generally tak 
much longer than expected. &N 
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Are Your Securities 





OUT OF LINE 


— with Investment-Business Prospects? — With Your Own Aims: 


a of the securities you own may have 
been a good buy when you acquired them 
... but may be a better sale today. 


We have never advocated continuous 
switching of issues—but the conservative 
investor should be the first to replace any 
securities which, through change, no longer 
measure up to the standards of quality, in- 
come or growth he wants to maintain in his 
portfolio. 


Never before has there been such an ava- 
lanche of new products, “special use” ma- 
terials, new techniques—with activities 
ranging from the ocean depths to outer 
space. Certainly this is no time for a “do 
nothing” investment policy. 


It is the function of Investment Manage- 
ment Service, through careful, well-timed 
recommendations, to place and keep your 
investments “in line” with the march of 
scientific achievement, industrial advance- 
ment and investment opportunity. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account ... advising retention of those 
most attractive for income and growth ... 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 
point out unfavorable or overpriced securi- 
ties and make substitute recommendations 
in companies with unusually promising 1960 
prospects and longer term profit potentials. 


? 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held un- 
der the constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt concerning your invest- 
ments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you 
to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability. (Our annual fee is al- 
lowed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 








bi investors with $40,000 or more we shall be glad to send full information on Invest- 
ment Management Service. Our annual fee is based on the current value of the securities 
and cash to be supervised—so if you will tell us the present worth of your holdings or list 
them for our evaluation—we shall quote an exact fee—and answer any questions as to 


how our counsel can benefit you. 
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SHOCKING DISCOVERY 


The electrifying secrets of cigarette flavor: 
800,000 tests a year to control tobacco moisture 


IT’S NOT THE HEAT—IT’S ‘THE HUMIDITY that most affects 
cigarette taste. The American Tobacco Company developed 
the ‘‘shock test”’ to control tobacco moisture. Here the prong 
moisture meter measures electrical conductivity of strip to- 
bacco. Conductivity varies with moisture content. 





AND AGAIN AND AGAIN. At other “check stations’? the 
moisture is retested many times throughout the manufactur- 
ing process. These constant tests are essential to quality. 
When tobacco is too dry, it will not smoke smoothly. When 
it is too wet, it is flat, tasteless. 


if 


THE TESTING NEVER STOPS. Even after cigarettes have gone 
to market, samples are recalled, stripped and rechecked for 
moisture to determine effects of storage and packaging. All in 
all, 800,000 moisture tests are made every year. Another ex- 
ample of American Tobacco’s incomparable quality control. 


THE TOBACCO IS TESTED “AGAIN by smaller prong moisi ure 
meters after shredding. Tests are conducted about ever; 15 
minutes as tobacco goes through the plant. Moisture is 10 
allowed to vary more than a fraction of a per cent (not eno igh 
to affect cigarette taste). 


MEANWHILE, BACK AT THE LAB, further tests of tobaccd 
samples are made under precisely controlled temperature and 
humidity conditions. Samples are weighed to the closest 
milligram, placed in a forced-circulation oven, then a cooling 
cabinet, then reweighed. Weight loss reveals moisture content, 
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